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AboutBroadwind | &

Broadwind Energy, Inc. is dedicated to the production of
components for the energy and infrastructure-related industries
with a primary focus on wind energy. The Towers and Fabrication
segment is comprised of the Tower Tech and RBA subsidiaries.
This segment manufactures wind towers and fabricates large
iron and steel components for the oil & gas and mining industries.
Qur Gearing Systems segment, Brad Foote, manufactures and
repairs gearing components. In addition, we acquired our
EMS subsidiary in January 2008. EMS provides operations,
maintenance, repair and construction services for wind turbines.
Broadwind is headquartered in Naperville, IL. Tower Tech and
RBA are located in Manitowoc, Wi; Brad Foote has locations in

Cicero, IL and Neville
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& |CEQO’s Letter

To Our Stockholders:

Thank you for the confidence you have shown in Broadwind Energy through your investments and support over the past
year. It has been a fast-paced, exciting year for this company, and 2008 seems to be moving even more quickly. In 2007,
Broadwind Energy evolved from a wind tower manufacturer into a broad-based component supplier. It was our base year, and we
are now poised to become the North American supply-chain leader in wind and other energy industry sectors, both renewable and
traditional.

At the beginning of 2007, Broadwind Energy didn't exist; we were simply Tower Tech Holdings Inc, with a single
manufacturing subsidiary, Tower Tech Systems. During the first quarter we received funding from a large investor which resulted in
a rapid transformation of our wind tower company. With it, we were able to solidify Tower Tech's infrastructure and purchase the
equipment needed to jump start production. By the end of the year, the company reached the point of producing enough towers
to support 600-750 MW in annual installed capacity.

As Tower Tech ramped up production in the second and third quarters we added to our management staff. Lars Moller and
Matt Gadow, two wind industry veterans, brought leadership and expertise to our new corperate group. In the fourth quarter, we
acquired RBA, Inc., Manitowoc, Wi. and Brad Foote Gear Works, Inc., Cicero, lll. RBA provides machining, fabrication, welding and
assembly of large structures for the construction and mining industries. Brad Foote is one of the largest precision gear manufacturers
in North America, providing complete gear solutions built to the highest quality standards in the world. Its products are used for a
wide range of industries, including wind energy. By the end of the year, we had made the investments in infrastructure, financial
support and human resources necessary to transform Brad Foote and RBA from private concerns into major components of our
rapidly growing public company. The acquisitions immediately helped to position us for continued gains in the wind industry as we
execute our growth strategy.

We announced our latest acquisition, Energy Maintenance Services, LLC. (EMS), Gary, SD, just after the end of 2007. EMS
is a full-service partner to wind turbine and component manufacturers; wind farm developers, owners, and operators; industry
consulting firms; and others in related business sectors. We expect EMS to provide balance to our business mix and strategy going
forward.

Through these acquisitions, we've begun building a set of platforms that will allow Broadwind to become the premier
supply-chain provider for wind and other energy-related sectors across the continent. As we move forward, we will continue to
augment the four platforms we’ve already established - wind tower manufacturing, heavy steel assembly structures, service and
construction, and precision gear manufacturing -through additional acquisitions and organic expansion. The next revolution for
Broadwind will be to add new energy and infrastructure-related platforms as the opportunities arise. Broadwind will aggressively
work to create opportunities for our investors, our platform companies and our customers. Ultimately, whenever anyone or any
company involved in energy development needs equipment and supplies, we’ll be able to serve them geographically, logistically
and operationally.

This is an exciting time to be involved with Broadwind Energy, a company with visionary and experienced leaders who
are engaged in building solid returns in industries that make a significant difference for our planet and in the lives of real people.
If you have questions about what we’re doing, where we’re headed or how we're going to get there, please contact any member
of our leadership team. We'd love to explain our strategy further and how everything is tied together so that, as we say here at
Broadwind...

Wherever you turn, we’ll be there.™

Sincerely,
J. Cameron Drecoll
Chief Executive Officer




Principles

Mission

To provide the highest quality
components and service in select
energy sectors with a heightened
focus on the wind energy industry;
to deliver positive returns for our
investors; to grow our platforms
and companies; and to maintain a
positive and rewarding environment

for our employees.

Vision

Broadwind Energy will be the
preferred single-seource supply chain
provider for renewable energy and

related industries in North America.

Wherever you turn, we'll be there ™

Values

Passion

We are energized about and devoted
to our business.

Honesty

We are truthful and sincere with our
investors, our customers and each
other.

Teamwork

We work together to fulfilt our mission
and achieve our vision.

Substance

We make a difference by delivering
real value for our investors, our
customers and each other,
Stewardship

Our decision-making will be
protection and conservation
conscientious.

Tenacity

We are aggressive and unwavering
in our dedication to delivering
excellent services, products and

returns.
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ManagementProfiles|

J. Cameron Drecoll Chief Executive Officer

Cam has been in the industrial manufacturing sector for more than 30 years. He came to Broadwind in
2007 when the company acquired Brad Foote Gear Works Inc., where he was the majority shareholder
and CEQ. Brad Foote is the leading manufacturer of precision gearing for the wind turbine market
in the United States. Prior to Brad Foote, Cam was a vice president at Regal Beloit Corp., where he
specialized in the integration and the turnaround of new acquisitions. During his 15 years at Regal,
the company enjoyed a five-fold increase in sales. Cam also served on the board of directors of the
American Gear Manufacturer Association (AGMA) and was its chairman in 2003. He earned a bachelor’s
degree in mechanical engineering and an MBA from Marquette University, Milwaukee, Wis.

5 Lars Moller Executive Vice President and Chief Operating Officer

Lars has been working in wind energy-related industries for more than 20 years. He was previously
J responsible for overseeing the development of our supplier, customer and strategic partner relationships.
Lars was recently appointed as chief opperating officer of broadwind.He joined Broadwind from DMI
Industries, a wind tower manufacturer in West Fargo, N.D. As its president, he transformed DMI from
a small steel fabrication shop into one of the North American leaders in wind tower manufacturing.
Lars got his start in wind with The Bonus Energy Group in 1986 and held senior management positions
with Vestas American and Difko. He is a current board member of both the American Wind Energy
Association and Canadian Wind Energy Association

Matthew Gadow Executive Vice President and Chief Financial Officer

Matt previously handled Broadwind’s acquisitions, joint ventures and cther strategic projects. He was
recently appointed as chief financial officer of Broadwind. Before Broadwind, he was the executive
vice president and chief financial officer for DMI Industries, a wind tower manufacturer based in West
Fargo, N.D.. Prior to his nearly five years at DMI, he worked eight years as an operational finance
director at several manufacturing locations under the Norwood Promotional Products umbrella of
companies. Matt, a C.PA., spent several years in publfic accounting after earning his bachelor's
degree from Texas Lutheran University, Seguin, Texas. In addition to his executive roles within the
wind industry, Matt also serves on the American Wind Energy Association's Finance Committee.

All names and tiles noted are current as of May 1, 2008.




s [BoardofDirectorsProfiles

James M. Lindstrom Chair of the Board, Chair, Compensation Commitiee

Jim has been employed by Tontine Associates, LLC, a Greenwich, Conn.-
based investment partnership, since February 2006. Before joining Tontine,
he was the chief financia! officer of Centrue Financial Corp., and, before that,
a senior manager at ChiRex, Inc., a pharmaceutical outsourcing company.
He also has prior experience in private equity and investment banking. Jim
received his B.A. from Colby College and his MBA from the Tuck School of
Business at Dartmouth.

Charles H. Beynon Chair, Audit Committee

Charles is an independent financial consultant who has been providing financial
and advisory services for a diverse group of clients since 2002, which was the
same year he retired following a 29-year career with Arthur Andersen, Houston.
He was a partner for 19 of those years, and his responsibilities included leading
the firm’s Houston Office Enterprise Group, a division devoted to serving
middle-market companies. He also serves on the boards of Commercial
America Insurance Company and Integrated Electrical Services, Inc., both of
Houston. Charles is a CPA in both Texas and Michigan and is a member of
the AICPA and TSCPA. He earned his bachelor’s in business administration at
Ohio University, Athens and has extensive experience dealing with corporate
finance, financial reporting and tax matters.

William M. Barrett Chair, Governance and Nominating Committee

William has been the board chair of Neenah Foundry Company, Neenah, Wis.,
since 2000. Neenah Foundry manufactures and markets iron castings and
steel forgings for the heavy municipal market and segments of the industrial
market.

David P. Reiland Director

Dave became Magnetek’s president and CEQ in October 2006. He has held
numerous high-level positions since joining the company in 1986, including
executive vice president, chief financial officer, controller and vice president
of finance. Prior to joining Magnetek, Dave was an audit manager with
Arthur Andersen & Co. He is a certified public accountant who also holds an
undergraduate degree in financial management from California State University,
Long Beach, and an MBA from the University of Southern California.

Terence P, Fox Secretary

Terry has been a partner in the law firm of Kummer, Lambert & Fox, LLP and
its predecessor, Dewane, Dewane, Kummer, Lambert & Fox, LLP located in
Manitowoc, Wisconsin since June 1989. Terry graduated from the University of
Wisconsin-Milwaukee and the Marquette University Law School. He has many
business and real estate interests and sits on the board of directors of several
non-profit and for-profit organizations in the Manitowoc, Wisconsin area.

All names and titles noted are current as of May 1, 2008.

James M. Lindstrom
Chairman of the Board

Chair/Compensation Committee

Charles H. Beynon
Chair/Audit Committee

William M. Barrett
Chair/Governance and

Nominating Committee

J. Cameron Drecoll
Chief Executive Officer

David Reiland

Director

Terence P. Fox

Secretary




TowerManufacturing{ &

Tower Tech Systems, Inc.
101 South 16th Street
Manitowoe, Wi 54221
920-684-5531
www.towertechsystems.com

* Description:
A manufacturer of utility-scale wind towers for
on-shore wind energy development, as well as
monopiles and transitional pieces for offshore
development, in North America, Europe and
elsewhere.

* Founded: 2003
¢ Acquired by Broadwind: 2006
* Employees: 180

ServiceandConstruction| &

EMS

Energy Maintenance Service, LLC

Energy Maintenance Service, LLC
129 Main Avenue

Gary, SD 57273

888-449-5732

www.energyms.com

¢ Description:
EMS provides construction, engineering,
operations, maintenance, component
remanufacturing and component repair services
for the wind energy industry.

* Founded: 1998
* Acquired by Broadwind: 2008
s Employees: 190
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Gear Works

Innovative Vision

& |PrecisionGears

Brad Foote Gear Works, Inc.
1309 South Cicero Avenue
Cicero, IL 60804

708-298-1100
www.bradfoote.com

Description:
Brad Foote is one of the largest precision gear and
custom-engineered gear reducer manufacturers in
North America. The company provides complete
gear manufacturing solutions, including the highest
quality gearing in the world, for a wide range of
industries.

Founded: 1924
Acquired by Broadwind: 2007
Employees: 420

& [HeavyManufacturing

RBA, Inc.

300 South 16th Street
Manitowoc, Wl 54221
920-686-1499

* Description:
RBA is an industrial mechanical contractor that
provides subcontract {fabricating, machining and
assembly work for the mining, construction and
metals industries.

* Founded: 1985
* Acquired by Broadwind: 2007
e Employees: 60




Forward-Locking Statements

Statements contained in our Annual Report to Stockholders, including statements made in our CEO’s letter to stockholders, which are not strictly histe
fact, are forward-looking statements. Such statements include but are not limited to our current expectations with respect to the performance of acq
businesses and our beliefs and intentions with respect to future growth, including growth through acquisitions. Although it is not possible to foresee :
the factors that may cause actual results to differ from our forward-looking statements, such factors include, among others, the following: (i) difficultie
integrating the operations of acquired businesses and our ability to successfully capitalize on an acquired business’s strengths; (i) unforeseen delays, cos
liabilities that may arise in connection with future acquisitions; (jii) fluctuations in general economic conditions; (iv} our ability to successfully remediate inte
control deficiencies; and (v} those risks described from time to time in our reports to the Securities and Exchange Commission (including our Annual Re
on Form 10-KSB). You should not place undue reliance on these forward-looking statements, which speak only as of the date they were made. We unde
no obligation to revise or update publicly any forward-looking statements for any reason.
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UNITED STATES N'10 2008 _
SECURITIES AND EXCHANGE COMMISSION |[w,
- : ashingtg
Washington, D.C. 20549 n
FORM 10-KSB
ANNUAL REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE AC
RF 1934
' For the fiscal year ended December 31, 2007
| TRANSITION REPORT UNDER SECTION 13 OR 15(d) OF THE SECURITIES EXCHANGE ACT
OF 1934
For the transition period from 1o
) i Commission file number 0-31313
[GRAPHIC]
BROADWIND ENERGY, INC.
(Name of small business issuer in its charter)
Nevada £8-0409160
(State or ather jurisdiction (LR.S. Employer
of incorporation or organization) Identification No.)

47 East Chicago Avenue, Suite 332, Naperville, IL 60540
{Address of principal executive offices)
(630)637-0315
(Issuer’s telephone number)

: \ Securities registered under Section 12(b) of the Exchange Act: NONE
Securities registered under Section 12(g) of the Exchange Act: Common Stock, par value $0.001

Check whether the issuer is not required to file reports pursuant to Section 13 or 15(d) of the Exchange Act.

Check whether the issuer (1) has filed all reports required to be filed by Section 13 or 15(d) of the Exchange Act
during the preceding 12 months (or for such shorter period that the issuer was required to file such reports), and (2) has been
subject to such filing requirements for the past 90 days. Yes X1 No O

Check if there is no disclosure of delinquent filers in response to Item 405 of Regulation S-B contained in this form,
and no disclosure will be contained, to the best of registrant’s knowledge, in definitive proxy or information statements

incorporated by reference in Part IIT of this Form 10-KSB or any amendment to this Form 10-KSB. O

Indicate by check mark whether the Registrant is a shell company (as defined in Rule 12b-2 of the Exchange
Act). Yes[J Ne X

The issuer’s revenues for the fiscal year ended December 31, 2007. were $29,804,432.
The issuer’s aggregate market value of the voting and non-voting common equity held by non-affiliates computed
by reference to the price at which the common equity was sold, or the average bid and asked price of such common equity, as

of a specified date within the past 60 days. (See definition of affiliate in Rule 12b-2 of the Exchange Act.)

The aggregate market value of the issuer’s voting and non-veoting common equity held by non-affiliates, computed
by reference to a closing price of such cotmmon equity of $10.55 as of March 31, 2008, was $287,579,557.

State the number of shares outstanding of each of the issuer’s classes of common equity, as of the latest practicable
date: As of March 21, 2008—79,936,996 shares of common stock, par value $0.001 per share.




DOCUMENTS INCORPORATED BY REFERENCE

Certain of the information required by Part I1I is incorporated by reference from the Registrant’s Proxy Statement
for its 2008 Annual Meeting of Stockholders.

Transitional Small Business Disclosure Format (check one): Yes 0 No
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PART1
ITEM 1. DESCRIPTION OF BUSINESS

General

Broadwind Energy, Inc., a Nevada corporation (also referred to as “we,” “us,” “‘our,” the “Company,” or
“Broadwind”), became a public company in February 2006, after a reverse shell transaction with Blackfoot Enterprises, Inc.
which was incorporated in Nevada in 1996. Our principal executive office is located at 47 East Chicago Avenue, Suite 332,
Naperville, IL. 60540, Our phone number is (630) 637-0315 and our website address is www.broadwindenergy.com.

Our business is dedicated to the production and servicing of components for energy and infrastructure-related
industries. We are primarily focused on the manufacture of components for the wind industry, including tower support
structures through our Tower Tech Systems, Inc. (“Tower Tech”) and R.B.A., Inc. (“RBA”) subsidiaries, and gearing
systems through our Brad Foote Gear Works, Inc. (“Brad Foote”) subsidiary. On January 16, 2008, we completed the
acquisition of our Energy Maintenance Service, LLC (“EMS”) subsidiary, through which we provide construction and
operations support and maintenance and component repairs for wind turbines.

Manitowoc, Wisconsin serves as the location of the manufacturing facilities for our Tower Tech and RBA
subsidiaries. This location offers us direct rail and highway access, as well as a deep-water shipping channel with direct
access to Lake Michigan, Our Brad Foote subsidiary has manufacturing and administrative facilities in Cicero, Illinois and
Neville Island, Pennsylvania. Qur EMS subsidiary is headquartered in Gary, South Dakota.

History

Our Brad Foote subsidiary, which we acquired in October 2007, began designing and manufacturing large gearing
systems in 1924, focusing on providing products for companies in the oil production, steel mill, power generation,
transportation, and pulp and paper industries. In 2003, Brad Foote expanded into the wind industry. Our EMS subsidiary,
which we acquired in January 2008, and whose operations consist of service and maintenance for the wind industry, was
founded in 1998 under the leadership of Joseph Kolbach, who now serves as President of EMS. Raymond Brickner co-
founded RBA in 1985 and Tower Tech Systems in 2004 as suppliers of heavy fabrication components to the wind energy,
mining and industrial markets.

Since 2003, we have invested significantly in the growth of our subsidiaries. In particular, we have placed an
emphasis on the growing wind markets we serve and the ability of our subsidiaries to supply our wind customers. In 2007,
we recognized the need by our wind customers for a company with a complete suite of products and services. As a result, we
expanded our component and service offerings organically and via acquisition.

Key events in the recent development of our subsidiaries include:

+  in 2003, Brad Foote produced its first gearing sets for GE’s wind turbine;

*  in 2004, Tower Tech produced its first tower for Clipper Windpower;

+  in 2007, Tower Tech expanded its production by adding an additional line and new equipment; and

+ in 2007, Brad Foote expanded its facilities in Cicero, Illinois from 230,000 square feet to over 510,000 square
feet.

Employees

As of December 31, 2007, we had expanded our workforce to approximately 585 full-time employees. Upon
acquisition of our EMS subsidiary in January 2008, we added approximately 200 full-time employees.

Brad Foote has collective bargaining units at both its Pittsburgh and Cicero facilities with the United Steel Workers
of America. Both units are under contract through 2009 and 2010 respectively.




Business Segments

Qur desire to capitalize on various growth opportunities within the energy industry, specifically the wind industry,
coupled with our recent acquisition activity, led us to organize our business into two operating segments as of December 31,
2007: Towers and Fabrication, and Gearing Systems. The decision to move to segment reporting was based on our belief that
the operations of our recently acquired subsidiaries differ from our historic operations and that management will separately
evaluate the future financial results of each segment.

Our Towers and Fabrication segment is comprised of our Tower Tech and RBA subsidiaries. Our Gearing Systems
segment is comprised of our Brad Foote subsidiary. With the acquisition of EMS in January 2008, we added a third segment,
referred to as Service and Maintenance. The following is a description of these three business segments. For financial
information regarding our Gearing Systems and Towers and Fabrication segments, see Item 7. “Financial Statements” and
Note 19 to our consolidated financial statements, “Segment Information.” Because we acquired EMS subsequent to the 2007
fiscal year, the financial condition and results of operations of EMS are not included in this Annual Report on Form 10-KSB,
and our financial results do not reflect the acquisition.

We have three reportable segments engaged in the following:

Towers and Fabrication—components used in wind energy, mining, construction and other industrial energy
applications. Products include steel fabricated towers, internal tower components and large fabricated components, such as
large crane parts and dipper buckets for mining.

Gearing Systems—complex components used in various industries, including oil and gas production, power
generation, steel manufacturing, aggregates, and other industrial industries. The primary focus and majority of revenues are
derived from the wind energy industry. Products include bevel gears, pinion gears, shafts, ring gears, planet gears, and planet

pinions.

Service and Maintenance—services dedicated to the wind energy industry. Offerings include construction,
engineering, operations, maintenance, component remanufacturing, and component repair.

Strategy

Our business strategy is to be the preferred partmer of products and services to the North American energy industry,
specifically the wind energy industry. Qur strategic objectives include the following:

»  Recruit, train and retain high quality empleyees in our current and planned facilities;
»  Expand our suite of products and services to become a “one-stop” shop for our customers;

+  Increase manufacturing capacity to satisfy our customers’ significant and growing demand for our products and
services;

*  Develop our existing customer relationships through long term supply agreements; and

*  Improve operational efficiency and leverage our preduction technology.

Through these strategic objectives, we seek to expand our market share in the North American wind energy industry.
In 2007, our subsidiaries sold products or services to wind turbine manufacturers who represent a majority share of the U.S.
market.
Business

Customers

We manufacture products for a variety of customers from the wind energy, oil and gas, mining, and industrial

industries. A majority of our revenue is derived from customers that participate directly in the wind energy industry as wind
power plant owners or the manufacturers of wind turbines, Qur Gearing Systems and Tower and Fabrication subsidiaries are




dependent upon a limited number of customers, including GE, Gamesa and Clipper Windpower, for a majority of their
revenues,

Sales and Marketing

Qur sales and marketing strategy is to develop and maintain long-term relationships with our customers and to offer
a complete suite of products and services to them. We pursue this strategy by working closely with our customers in
developing and designing customized product solutions. We also intend for our offerings to fulfill needs that our customers
may consider non-core and do not desire to operate within their organizations. We typically enter into long-term agreements,
under which we supply our customers with products or services. The majority of our customer base consists of wind turbine
manufacturers who supply end-users within the wind energy utilities industry and wind turbine developers with completed
wind turbines. In the industrial sector, we sell our products through our technically trained sales force.

Competition

We do not believe that independent competitors exist that have developed a similar suite of products and services for
the wind industry as offered by our subsidiaries. However, competition within each of our subsidiaries’ niches exists and
many of our customers maintain internal capabilities that compete with our offerings. Several tower manufacturers compete
in the United States, including Trinity Industries, Inc., Ameron International Corporation, and DMI Industries. There are
approximately five companies worldwide that have the proven ability and capacity to supply gear sets for the wind industry.
Brad Foote is the only major North American supplier of gear sets. Two of the major European suppliers are owned by
turbine manufacturers: Hansen {owned by Suzlon energy); and Flender (owned by Siemens). The competitors of Brad Foote
within the oil and gas exploration industry are slightly more fragmented. These companies compete based upon price, quality,
location, available capacity, and several other factors.

Buacklog

Many of our products are sold under long-term supply agreements. These long-term agreements have various terms,
but can be as long as three years with automatic renewal provisions.

Sources and Availability of Raw Materials

The primary raw material used in our Towers and Fabrication and Gearing Systems segments is stecl. Our Gearing
Systems Segment purchases raw materials from various suppliers who are located both in the United States and abroad. We
do not anticipate any problems in being able to source our Gearing Systems steel. Currently, our customers provide the steel
for the Towers and Fabrication Segment. We intend to source our own steel in this segment in the future and believe we will
be able to obtain an adequate supply.

Government Regulation and Compliance with Environmental Laws

The operations of our subsidiaries are subject to numerous federal, state, and local environmental and worker health
and safety laws and regulations. We believe that our subsidiaries are in substantial compliance with such laws and
regulations, and we have not budgeted any material capital expenditures for environmental control facilities.

Segment Financial Information

We assess and manage the performance of each business segment by reviewing internally-generated reports that
detail revenue and gross profit results. We use this information to formulate plans regarding the future prospects of our
business and to allocate resources in a manner that ensures achievement of revenue and profitability growth targets for the
Company as a whole.

The following table provides a summary of business segment revenue and gross profit for the years ended
December 31, 2007 and 2006. The amounts below include results of RBA in our Towers & Fabrication segment and Brad
Foote in our Gearing Systems segment; however, RBA and Brad Foote were not part of our operations until we completed
our acquisition of those companies in the fourth quarter of 2007. For additional financial information regarding these
business segments, see Item 7. “Financial Statements,” Note 19 to our consolidated financial statements, “Segment
Information.”



For the Year Ended December 31,
2007 2006
(in thousands)

Revernue
Towers & Fabrication .............. $12,229 34,023
Gearing Systems ......cooeveveeee... 16,975 —
Total Revenue .........c.......... 29,804 4,023
Gross Profit
Towers & Fabrication.............. $4,731 $(799)
Gearing Systems ........c.ccoeeveeune (792) —
Total Gross Profit (Loss) ..... 3,939 (799)

ITEM 2. DESCRIPTION OF PROPERTY

The following table summarizes all of our operating sites by segment, including leased and owned properties
(dollars in thousands unless otherwise stated):

Monthly Square

Segment Location Leased/Owned Lessor Rent Footage
As of December 31, 2007
Towers and Fabrication.......... Manitowoc, WI Leased Related party $42 168,000
Towers and Fabrication ......... Manitowoe, WI Leased Related party 8 45,000
Gearing Systems.......c............ Consolidated variable interest
Cicero, IL Leased entity —_ 170,000
Gearing Systems.........cc.ooee.... Cicero, IL Leased Third party 135 301,000
Gearing Systems........cccoceeeenen Cicero, IL Ovwmed N/A —_ 28,000
Gearing Systems.........cccccnee.. Consolidated variable interest
Neville Island, PA Leased entity — 70,000
As of January 1, 2008
COTporate..........cococccccnecvrenaree Naperville, IL Leased Third party it 4,509
As of January 16, 2008
Service and Maintenance....... Gary, SD Leased Related party 10 21,000
Service and Maintenance....... Consolidated variable interest
Howard, SD Leased entity 5 24,000
Service and Maintenance....... Howard, SD Leased Third party 3 7,000

We consider our facilities to generally be in good condition and suitable for the needs of our operating segments for
the immediate future. After completing significant expansions in 2007 and the first quarter of 2008 we currently have no
major expansions planned at our existing facilities. However, we are currently evaluating new facilities in all of our operating
segments. For further detail about the related party leases and other related party transactions, please refer to Item 12 of this
Annual Report.

As disclosed in Note 22 to the consolidated financial statements, on February 19, 2008 the Company completed the
purchase of two real estate parcels previously leased by the Company’s Brad Foote subsidiary.

ITEM 3. LEGAL PROCEEDINGS

From time to time, we anticipate that Broadwind or our subsidiaries may be involved in litigation relating to claims
arising out of its operations in the normal course of business. Such claims have, in the past, generally been covered by
insurance. We are not aware of any actual or threatened litigation that would have a material adverse effect on our financial
condition or results of operations, although no assurance can be given with respect to the ultimate outcome of actions.
Furthermore, there can be no assurance that our insurance will be adequate 1o cover all liabilities that may arise out of claims
brought against us.

ITEM 4. SUBMISSION OF MATTERS TO A VOTE OF SECURITY HOLDERS
No matters were submitted to a vote of security holders during the fourth quarter of our 2007 fiscal year.

During the first quarter of our 2008 fiscal year, we submitted to certain stockholders a proposal te amend our
Articles of Incorporation to change our name from Tower Tech Holdings, Inc. to Broadwind Energy, Inc. (the



“Amendment”). Our Board of Directors unanimously approved the Amendment on December 13, 2007. Pursuant to our
Articles of Incorporation and Nevada Revised Statutes (“N.R.S.”) 78.390, the Amendment required approval by stockholders
owning a majority of our outstanding shares entitled to vote, On February 5, 2008, pursuant to N.R.S. 78.320, we received
written consents for the Amendment from stockholders holding 52,178,365 shares, representing 65.27% of the 79,936,996
outstanding shares of common stock. No votes were cast against the Amendment or withheld, nor were there any abstentions
or broker non-votes. For further information regarding this action of stockholders, please see the Definitive Information
Statement on Schedule 14C filed by the Company on February 8, 2008.



PART 1l

ITEM 5. MARKET FOR COMMON EQUITY AND RELATED STOCKHOLDER MATTERS AND SMALL
ISSUER PURCHASES OF EQUITY SECURITIES

Our common stock was listed for quotation on the OTC Bulletin Board during the 2007 fiscal year under the symbol
“TWRT.” As of March 4, 2008, in connection with the change of our name to Broadwind Energy, Inc., it has been listed
under the symbol “BWEN.” The following table sets forth the range of high and low bid quotations for each quarter within
the last two fiscal years, as reported by the OTC Bulletin Board. These quotations reflect inter-dealer prices without retail
mark-up, markdown, or commissions and may not necessarily represent actual transactions.

BID PRICES

2007 FISCAL YEAR HIGH LOW
Quarter ending 3/31/07 ..o e s sa s $420 3176
Quarter ending 6/30/07 .....oevuveeveeree e s e $4.70 3$3.27
Quarter ending 9/30/07 ......c.voriniiree e be e s $5.51 $4.15
Quarter ending 12/3 1707 ...t as st e nei bbb 51450 $5.22
2006 FISCAL YEAR

Quarter ending 3731706 ........oouoeeeeeeeeee e et ee $3.20 35170
Quarter ending 6/30/00 ... s 250 51.10
Quarter ending 9/30/06.........cveereiirmrriecee et e s $1.84 %116
Quarter ending 12/31/06........ccccviiimmii s e $2.47 5125

On March 31, 2008, the published high and tow bid quotations for our common stock were $10.70 and $10.30 per
share, respectively. On February 28, 2008, there were issued and outstanding 79,936,996 shares of common stock of the
Company held by 2,152 stockholders of record (not including shares held in street name). We have not declared cash
dividends on our common stock during the last two fiscal years. We have no present intention of paying dividends on any of
our shares, as we anticipate that all available funds will be invested to finance the growth of our business.

Repurchases
We did not engage in any repurchases of our common stock during the fourth quarter of 2007.
Unregistered Sales of Equity Securities

All unregistered sales of equity securities during the fourth quarter or year ended December 31, 2007 have been
previously disclosed on Form 8-K.

Securities Autherized for Issuance Under Equity Compensation Plans

For information on our equity compensation plans, refer to Item 11. “Security Ownership of Certain Beneficial
Owners and Management and Related Stockholder Marters.”




ITEM 6. MANAGEMENT’S DISCUSSION AND ANALYSIS OR PLAN OF OPERATION

The following discussion and analysis of our financial condition and results of operations should be read in
conjunction with our consolidated financial statements and related notes thereto in Item 7. “'Financial Statements.” The
discussion below contains forward-looking statements that are based upon our current expectations and are subject to
uncertainty and changes in circumstances including those identified in *‘Cautionary Note Regarding Forward-Looking
Statements”' in Part I of this Annual Report on Form 10-KSB. Actual results may differ materially from these expectations
due to inaccurate assumptions and known or unknown risks and uncertainties. See “Risk Factors” below for a discussion of
other risks and uncertainties.

(Dollars are presented in thousands unless otherwise stated.)
Overview

We are dedicated to the production of components for energy and infrastructure-related industries. We are primarily
focused on the manufacture of components for the wind industry, including tower support structures through our Towers and
Fabrication segment, which is comprised of our Tower Tech and RBA subsidiaries, and gearing components through our
Gearing Systems segment, which is comprised of our Brad Foote subsidiary. In addition, we completed the acquisition of our
EMS subsidiary in January 2008, through which we provide construction and operations support and maintenance and
component repairs for wind turbines. We are headquartered in Naperville, Illinois. Our Tower Tech and RBA subsidiaries are
located in Manitowoc, Wisconsin. Our Brad Foote subsidiary has locations in Cicero, Tllinois and Neville Island,
Pennsylvania, and our EMS subsidiary is headquartered in Gary, South Dakota.

Our operations have historically consisted of manufacturing wind towers for large wind tower integration companies
through our Tower Tech subsidiary. We grew significantly through acquisitions during our 2007 fiscal year, which are
described below under the heading “Acquisitions.” Through these acquisitions, we now offer gearing systems, heavy
machine fabrication and construction, and service and maintenance of wind power plants.

Acquisitions
During October 2007, we made the following two acquisitions:

On October 1, 2007, we completed the acquisition of all of the outstanding stock of RBA for a total
purchase price of $5,000 in cash plus acquisition costs of $197. RBA is a Manitowoc, Wisconsin-based fabricator of
components for energy-related industries. We used internal funds to finance the acquisition.

On October 19, 2007, we completed the acquisition of all of the outstanding stock of Brad Foote for a total
purchase price of $133,179. Brad Foote is an Illinois-based manufacturer of gearing systems for the wind turbine, oil
and gas, and energy-related industries. The cash portion of the purchase price was financed through a $50,000
private placement of our common stock to five accredited investors: Tentine Capital Partners, L.P. (“TCP"), Tontine
Capital Overseas Master Fund, L.P. (“TMF,” and together with TCP, the “Original Tontine Investors”), Tontine
Partners, L.P. (“TP"), Tontine 25 Overseas Master Fund, L.P. (“T25”), and Tontine Overseas Fund, Ltd. (“TOF"),
(coltectively with the Original Tontine Investors and affiliates, “Tontine”), and senior convertible subordinated notes
in the amount of $25,000 from TP, TMF and TOF. Additionally, we assumed approximately $25,500 of senior debt
from Brad Foote.

Subsequent to the end of our 2007 fiscal year, on January 16, 2008, we completed our acquisition of EMS, a Gary,
South Dakota-based service provider of construction and operations and maintenance services to the wind industry. We
financed the acquisition through a private placement of our common stock.

Critical Accounting Policies

The discussion and analysis of our financial condition and results of operations are based on our financial
statements, which have been prepared in accordance with accounting principles generally accepted in the U.S. for annual
financial information and the instructions to Form 10-KSB and Itemn 310 of Regulation S-B of the Securities and Exchange
Commission (“SEC”). The preparation of these financial statements requires management to make estimates and judgments
that affect the reported amounts of assets, liabilities, and expenses and related disclosure of contingent assets and liabilities.
Management reviews its estimates on an ongoing basis. Management bases its estimates on historical experience and on



various other assumptions that it believes to be reasonable under the circumstances, the results of which form the basis for
making judgments about the carrying values of assets and liabilities. Actual results may differ from these estimates.

While our significant accounting policies are described in more detail in Note 1 to our consolidated financial
statements, management believes the following accounting policies to be critical to our financial condition, results of
operations, and cash flow, and to require management’s most subjective and complex judgments in estimating the effect of
inherent uncertainties.

Revenue Recognition

We recognize revenue when persuasive evidence of an arrangement exists, transfer of title has occurred or services
have been rendered, the selling price is fixed or determinable, collectibility is reasonably assured, and delivery has occurred
per the contract terms. Customer deposits and other receipts are deferred and recognized when earned. Revenue is recognized
on a contract-by-contract basis. Depending on the terms of the contract, revenue may be earned by the building of tower
sections, building a complete tower, modification to existing towers or sections, or shipment of completed gears. Warranty
costs are estimated and accrued based on management’s estimates or known costs of corrections.

Cost of sales

Cost of sales represents ail direct and indirect costs associated with the production of products for sale to customers.
This includes operation and maintenance of our equipment, direct and indirect labor and benefits, repairs and maintenance of
our equipment, insurance, equipment rentals, freight in, and depreciation. Freight out to customers is classified as a selling
expense and is excluded from cost of sales.

Inventories

Inventories are stated at the lower of cost or market by comparing the cost of each item in inventory to its most
recent sales price or sales order price. Any excess of cost over the net realizable value of inventory components is included in
the Company’s inventory allowance. Market value of inventory, and management’s judgment of the need for reserves,
encompasses consideration of other business factors including physical condition, inventory holding period, contract terms,
and usefulness. Inventories are valued based on an average cost method that approximates the first-in, first-out (FIFO) basis.

Property and Equipment

Property and equipment are stated at cost. Expenditures for additions and improvements are capitalized while
replacements, maintenance, and repairs that do not improve or extend the lives of the respective assets are expensed currently
as incurred. Properties sold or otherwise disposed of are removed from the property accounts, with gains or losses on disposal
credited or charged to operations,

Depreciation, for financial reporting purposes, is provided over the estimated useful lives of the respective assets,
which range from 3 to 39 years, using the straight-line method. Leasehold improvements are amortized over the shorter of the
asset useful life or the lease term.

Goodwill and other intangible assets

We aceount for our goodwill and other intangible assets under Statement of Financial Accounting Statements
(“SFAS”) No. 142, Goodwill and Other Intangible Assets (“SFAS 142"). Under SFAS 142, goodwill is not amortized, but is
tested for impairment at least annually. Other intangible assets subject to amortization over their respective useful lives are
tested for impairment at least annually.

Long-lived assets

We account for long-lived assets in accordance with SFAS No. 144, Accounting for the Impairment or Disposal of
Long-Lived Assets. The carrying values of long-lived assets, including, but not limited to, capital assets and intangible assets,
are amortized over their estimated useful lives, and are periodically evaluated for impairment when events and circumstances
warrant such a review. The carrying value of a long-lived asset is considered impaired when the expected undiscounted future
cash flows from such asset is less than its carrying value. In that event, a loss is recognized based on the amount by which the
carrying value exceeds the fair value of the long-lived asset. Fair value is determined primarily using the anticipated cash




flows discounted at a rate commensurate with the risk involved. Losses on long-lived assets to be disposed of are determined
in a similar manner, except that fair values are reduced for the cost to dispose. We have reviewed long-lived assets and
certain intangible assets with estimable useful lives and determined that the carrying values as of December 31, 2007 are
recoverable in future periods.

Consolidation of Variable Interest Entities

In 2007, we identified two entities requiring consolidation under FASB Interpretation No. 46 (revised 2003),
Consolidation of Variable Interest Entities—an Interpretation of ARB No. 51 (“FIN 46(R)”), as follows:

BFG Cicero, LLC and BFG Pittsburgh, LLC

As disclosed in Item 2. “Description of Property” above, in 2007, our Brad Foote subsidiary leased two facilities,
each owned indirectly by the wife of our Chief Executive Officer. For purposes of analysis under FIN 46(R), we are deemed
to be the primary beneficiary of BFG Cicero, LLC and BFG Pittsburgh, LLC, and we have therefore consolidated their
financial results. We recognized net pre-tax losses relating to the consolidation of these entities of approximately $95 during
2007. As disclosed in Note 22 to the consolidated financial statements, on February 19, 2008, we exercised an option to
purchase each of the two properties from BFG.

Recent Accounting Pronouncements Affecting this Report

FIN 48

In June 2006, the FASB issued FASR Interpretation No. 48, Accounting for Uncertainty in Income Taxes—an
Interpretation of FASB Statement No. 109 (“FIN 48”). FIN 48 was effective for the first interim or annual reporting period
for the first fiscal year beginning on or after December 15, 2006, FIN 48 applies to all tax positions for income taxes
accounted for in accordance with SFAS No. 109, FIN 48 requires that uncertain tax positions be reviewed and assessed, with
recognition and measurement of the tax benefit based on a “more likely than not” standard.

In May 2007, the FASB issued FASB Staff Position FIN 48-1, Definition of a Settlement in FASB Interpretation
No. 48 (“FSP FIN 48-17). FSP FIN 48-1 provides guidance on how an enterprise should determine whether a tax position is
effectively settled for the purpose of recognizing previously unrecognized tax benefits. In determining whether a tax position
has been effectively settled, entities must evaluate (i) whether taxing authorities have completed their examination
procedures; (ii) whether the entity intends to appeal or litigate any aspect of a tax position included in a completed
evaluation; and (iii) whether it is remote that a taxing authority would examine or re-examine any aspect of a taxing position.
FSP FIN 48-1 is to be applied upon the initial adoption of FIN 48.

We adopted the provisions of FIN 48 and FSP FIN 48-1 on January 1, 2007. At that time, the Company concluded
there were no uncertain tax positions warranting adjustments to reflect the cumulative effect of adopting these standards. See
Note 13— Income Taxes” for further discussion of the impact of the application and adoption of these standards.

SAB 108

In September 2006, the SEC issued SAB No. 108, Considering the Effects of Prior Year Misstatements When
Quantifying Misstatements in Current Year Financial Statement (“SAB 108"}, which provides interpretive guidance on how
registrants should quantify financial statement misstatements. SAB 108 requires companies to evaluate the materiality of
identified unadjusted errors on each financial statement and related disclosures using both the rollover and the iron curtain
approach. SAB 108 applies to annual financial statements for fiscal years ending after November 15, 2006. The adoption of
SAB 108 did not have a material impact on our financial condition or results of operations.

Accounting Pronouncements Not Yet Adopted in this Report

SFAS 157

In September 2006, the FASB issued Statement of Financial Accounting Standards No. 157, Fair Value
Measurements (“SFAS 1577). This standard clarifies the principle that fair value should be based on the assumptions that
market participants would use when pricing an asset or liability. Additionally, it establishes a fair value hierarchy that
prioritizes the information used to develop those assumptions.



In February 2008, the FASB issued FASB Staff Position No. 157-2 (“FSP 157-2"), which delayed the effective date
by which companies must adopt the provisions of SFAS 157. FSP 157-2 defers the effective date of SFAS 157 to fiscal years
beginning after November 15, 2008, and interim periods within those fiscal years. The adoption of this standard is not
anticipated to have a material impact on our financial position, results of operations, or cash flows.

SFAS 159

In February 2007, the FASB issued Statement of Financial Accounting Standards Statement No. 159, The Fair
Value Option for Financial Assets and Financial Liabilities—Including an Amendment of FASB Statement No. 115
{(“SFAS 159”). This standard permits an entity to choose to measure many financial instruments and certain other items at fair
value. This standard is effective for financial statements issued for fiscal years beginning after November 15, 2007. We do
not believe the adoption of SFAS 159 will have a material impact on our consolidated financial position, results of
operations, or cash flows.

SFAS 141(R)

In December 2007, the FASB issued Statement of Financial Accounting Standards No. 141R, Business
Combinations (“SFAS 141R"), which establishes principles and requirements for how the acquirer of a business recognizes
and measures in its financial statements the identifiable assets acquired, the liabilities assumed, and any noncontrolling
interest in the acquiree. SFAS 141R also provides guidance for recognizing and measuring the goodwill acquired in the
business combination and determines what information to disclose to enable users of the financial statements to evaluate the
nature and financial effects of the business combination. SFAS 141R is effective for fiscal years beginning after
December 15, 2008. Early adoption is not permitted. We are currently evaluating the effect of the adoption of SFAS 141R,
but do not presently anticipate it will have a material impact on our consolidated financial position or results of operations.

SFAS 160

In December 2007, the FASB issued Statement of Financial Accounting Standards No. 160, Noncontrolling
Interests in Consolidated Financial Statements—an amendment of ARB No. 51 (“SFAS 160”), which establishes accounting
and reporting standards for the noncontrolling interest in a subsidiary and for the deconsolidation of a subsidiary. It clarifies
that a noncontrolling interest in a subsidiary is an ownership interest in the consolidated entity that should be reported as
equity in the consolidated financial statements. SFAS 160 is effective for fiscal years beginning after December 15, 2008. We
have evaluated the effect of the adoption of SFAS 160, but do not presently anticipate it will have a material effect on our
consolidated financial position or results of operations, as all subsidiaries are 100% owned.

SFAS 161

In March 2008, the FASB issued Statement of Financial Accounting Standards No. 161, Disclosures about
Derivative Instruments and Hedging Activities (“SFAS 1617). This statement is intended to enhance required disclosures
regarding derivatives and hedging activities, including enhanced disclosures regarding how: (a) an entity uses derivative
instruments; (b) derivative instruments and related hedged items are accounted for under FASB Statement No. 133,
Accounting for Derivative Instruments and Hedging Activities; and (c) derivative instruments and related hedged items affect
an entity’s financial position, financial performance, and cash flows, SFAS 161 is effective for fiscal years and interim
periods beginning after November 15, 2008. We are currently evaluating the effect of adoption of SFAS 161, but do not
presently believe that it will have a material effect on our consolidated financial position or results of operations.



Consolidated Results of Operations
(in theusands, except share data)

Year Ended December 31, 2007 Compared to Year Ended December 31, 2006
The consolidated results of operations for the year ended December 31, 2007 include those of Brad Foote and RBA

since the date of each respective acquisition. The following table sets forth selected consolidated financial data for the periods
indicated.

Twelve Months Ended December 31, Change
2007(1) % 2006 % 5 Ye(2)
(in thousands, except for percentages)

INEt SAIES .ot $29,804 100.0% $4,023 100.0% 325,781 640.8%
Cost 0f SALES ..ot 25,865 B86.8% 4822 1199% 21,043 4364%
Gross margin (deficit) .........coooeieinninenir e 3,939 13.2% (799) (19.9)% 4,738  593.0%
Operating expenses

Selling, general, and administrative expenses................ 5724 19.2% 1,251 31.1% 4473  357.6%

Depreciation and amortization ........c.eeenirrnimnsinraeresses 1,750 5.9% 21 0.5% 1,729 8233.3%

Merger transaction COSES ... —  0.0% 250 6.2% (250) (100.0)%
Total operating eXpenses........coveceeveveieveseseeereeeereenes 7474 25.1% 1,522 37.8% 5952 391.1%
Operating loSS ........ccvirivrnrirrr s reresnsrerraresessesenses (3,535) (11.9)% (2,321) (57.7% (1,214) (52.3)%
Other income (expense)

Interest EXPEMISE. ......ccouvieriiemieiiniie e reiesssssssre e sreesras {1,239) (4.2)% (411 (10.2)% (828) 201.5%

Interest iNCOME......ccoieerien it sesss s s e, 400 1.3% — 0.0% 400 N/A

Realized loss on foreign currency transactions............... (15) (0.1)% 3) (0.1)% (12)  400.0%

Other, NEE ... e s veesesnssesnerererassranes 83 0.3% — 0.0% 33 N/A

Income (expense) relating to variable interest entity ..... (95) (0.3)% —  0.0% (85) N/A
Other income (EXPense), MEt ........cocvveveeeeeeceereeeeseseecnes (866) (2.99% (414) (10.3)% (452) (109.2%

Net loss before provision for income taxes.......c.vvveeeenns (4,401) (14.8)% (2,735) (68.0)%  (1,666) (60.9)%

Provision for income taXes..........coeeeeevereeneerereesrnininenens (1,039) (3.5)% —  0.0%  (1,039) N/A

NETIOSS coeeecvreinnee s 5(3,362) (11.3)%  $(2,735) (68.00%  3(627) (22.9)%
(H Our Brad Foote subsidiary comprises 100% of our Gearing Systermns segment, and was acquired in the fourth quarter

of 2007. The results presented include our Gearing Systems segment from the date of the Brad Foote acquisition,
October 19, 2007 through the end of our fiscal year. Refer to our 8-K/A filed January 4, 2008 for further information
on the 2007 financial results of Brad Foote. Our RBA subsidiary was acquired in the fourth quarter of 2007; hence
its results are presented from the date of acquisition, October 1, 2007 through the end of our fiscal year. Refer to our
8-K/A filed November 13, 2007 for further information on the 2007 and 2006 financial results of RBA.

(2) N/A indicates percentage change is not applicable or not meaningful as one of the years presented is zero.

Our results for the year ended December 31, 2006 include our Tower Tech Systems subsidiary only. We believe the
table below is helpful in analyzing the consolidated results of operations for the year ended December 31, 2007. The table
below presents 2007 results of operations by segment. Please refer to the Results of Operations by Business Segment for
further discussion on the financial performance of our business segments.

Twelve Months Ended December 31, 2007

Towers & Gearing
Fabrication Systems Other Total
(in thousands, except for percentages)
Net sales oo $12,829 $16,975 — 329,804
Cost Of SA1ES ..o e 8,008 17,767 — 25,865
Gross profit (LoSS) .......covevveriveeriiereeeeenrecsieeeassseenns $4,731 $(792) $— $3,939

Revenues and Cost of Sales. For the 2007 fiscal year, consolidated net sales were $29,804, with related cost of sales
during that period of $25,865, for a gross profit of $3,939. In comparison, during 2006, we generated revenues of $4,023,
with related cost of sales of $4,822, for a gross loss of $(799). The $25,781 increase in consolidated revenues from 2006 to



2007 was primarily due to the introduction of our Gearing Systems segment in October 2007 and an increase in production at
Tower Tech.

Selling, General and Administrative Expenses. Selling, general and administrative expenses (“SG&A”) increased to
§5,724 for the 2007 fiscal year from $1,251 for the 2006 fiscal year. The overall increase to SG&A is largely due to the
inclusion of our Gearing Systems segment, and is also attributable to increased legal and accounting expenses in 2007 related
to the costs associated with being a public company, including SEC and Sarbanes-Oxley Section 404 compliance. Our )
Gearing Systems segment incurred administrative expenses related to new public company requirements. We also added a
new Chief Executive Officer, President, Chief Financial Officer and several other accounting and administrative
professionals in 2007. We also incurred $142 of stock-based compensation expense in connection with stock option grants
made under our Equity Incentive Plan, which was approved by our Board in August 2007. There was no such plan or related
expense in 2006. As a percentage of net sales, SG&A was 19.2% for 2007, as compared to 31.1% for 2006.

Depreciation and Amortization Expense. Amortization expense increased to $1,750 for the 2007 fiscal year from
$21 for the 2006 fiscal year. As a percentage of net sales, amortization expense increased to 5.9% in 2007, compared t0 0.5%
for 2006. The overall increase in amortization expense is attributable to our acquisition of Brad Foote and RBA, and the
related amortization of acquired intangible assets. Amortization expense related to intangible assets of Brad Foote and RBA
was $1,655 for 2007.

Merger Transaction Costs. In 2006, we expensed approximately $250 of legal and consulting costs related to the
acquisition of Blackfoot. In 2007, costs of $734 related to our acquisitions of Brad Foote and RBA were capitalized as part of
the net assets acquired with each business.

Stock-based Compensation Expense. In connection with stock option grants made under our Equity Incentive Pian,
which was approved by our Board in August 2007, we incurred $142 of stock-based compensation expense. There was no
such plan or related expense in 2006.

Other Income (Expense), Net. Other income (expense) is comprised primarily of interest income and expense.
Interest expense was $1,239 in for the 2007 fiscal year, compared to $411 for 2006. The increase is primarily attributable to
the long-term debt obligations assumed in the acquisition of Brad Foote. We earned $400 of interest income during the year
ended December 31, 2007 as a result of excess funds placed in money market accounts, as compared to $0 for the year ended
December 31, 2006. We expect interest expense to increase in the future due to the issuance of senior subordinated
convertible promissory notes, as described below under the heading “Liquidity and Capital Resources” and in Note 8 to the
consolidated financial statements in Item 7 of this Annual Report.

What follows is a more detailed analysis of our operating results by business segment for the years ended
December 31, 2007 and 2006.

Results of Operations by Business Segment
{in thousands, except share data)

Year Ended December 31, 2007 Compared to Year Ended December 31, 2006

At the close of our 2007 fiscal year, we were managing and reporting operating results through two business
segments: Towers and Fabrication and Gearing Systems. In addition, we acquired EMS in January 2008 and expect to
manage and report its operating results under a newly-formed third segment: Service and Maintenance. The financial
condition and results of operations of EMS are not included in this Annual Report on Form 10-KSB, and our financial results
do not reflect the acquisition. As discussed in Note 19 to our consolidated financial statements, “Segment Information,” our
management uses revenue and gross margin to evaluate segment performance and allocate resources among segments.
Operations data for fiscal 2007 is summarized by segment below:

Towers & Fabrication Segment
The table below presents the results of operations of our Towers and Fabrication segment for the years indicated.
Twelve Months Ended December 31, Change

2007(1) % 2006 % b %
(in thousands, except for percentages)

INEE SAIES ..o e $12,829 100.0% 34,023 100.0% $8,806 218.9%




COSE OE SALES ..ottt er st s 8,098 63.1% 4822 1199% 3276 67.9%
Gross Profit (I05S) ..o eressersre e seseesrsrsssnssesesenes $4,731 369% $(799) (19.9%  $5,530 692.1%

(n We acquired RBA in the fourth quarter of 2007; hence its results are included from the date of acquisition,
October 1, 2007 through the end of our fiscal year. Refer to our 8-K/A filed November 13, 2007 for further
information on the 2007 and 2006 financial results of RBA.

Revenues and Cost of Sales. For the 2007 fiscal year, net sales were $12,829, with related cost of sales during that
period of $8,098, for a gross profit of $4,731, or 36.9%. In comparison, during 2006, we generated revenues of $4,023, with
related cost of sales of $4,822, for a gross loss of ${799) or (19.9%). Our lower cost to revenue ratio during 2007 was largely
attributable to a relatively lower indirect cost per unit due to higher product volumes. During 2007, we saw continued
improvement in our production costs due to increased efficiency in our manufacturing processes and ongoing training
programs. The increase to net revenue in 2007 was also attributable to the fact that we had increased volumes during the 2007
fiscal year, as compared to limited production for the 2006 fiscal year.

Gearing Systems Segment

The table below presents the results of operations of our Gearing Systems segment for the period from October 19,
2007 to December 31, 2007. All amounts, except percentages, are in thousands:

Twelve Months Ended December 31,

2007(1) %

(in thousands, except for percentages)
Net sales.....cocorennnicrerenenenn $16,975 100.0%
Costofsales.........ccovvererrens 17,767 104.7%
Gross 1SS ...ceveeeeeererieieeeaees 3(792) (4.7)%

n Qur Brad Foote subsidiary comprises 100% of our Gearing Systems segment and was acquired in the fourth quarter
of 2007. The period presented is from the date of acquisition, October 19, 2007, through the end of our fiscal year.
Refer to our 8-K/A filed October 24, 2007 for further information on the 2007 and 2006 financial results of Brad
Foote.

Revenues and Cost of Sales. Net sales for the period were $16,975. Related cost of sales were $17,767, which
resulted in a gross loss of $792 or (4.7%). The gross loss was due, in part, to required purchase accounting treatment, in
accordance with SFAS 141, for our acquisition of Brad Foote. The purchase accounting required a write up of our beginning
inventories and fixed assets to fair market values. Our costs of sales increased as a result of the relief of increased inventory
values and the depreciation on increased fixed asset values. The impact of the purchase accounting decreased margins $1,292
or (7.6%}) for the period. The negative impact resulting from the relief of increased inventory values ($3862) is a non-recurring
item. We also experienced significant increased labor and training expenses, due to the addition of approximately 100
workers, higher repairs and moving costs resulting from Brad Foote’s plant expansion up to approximately 500,000 square
feet, equipment moving expenses and the reorganization of our manufacturing floor layout. Further, we wrote down
inventories as a result of a year-end physical count and increased reserves for excess and obsolete items.

Liquidity and Capital Resources
(in thousands, except share data)

During the 2007 fiscal year, we made significant investments in growing our business through the acquisitions of
Brad Foote and RBA. The acquisitions required significant amounts of capital, which were provided by our existing cash
balance, private placements of our common stock, and borrowings from various parties.

Our primary operational liquidity and capital requirements have been for expenses associated with the purchase and
maintenance of property and equipment that will improve our manufacturing efficiency, as well as expenses and investments
related to our general business needs. Qur main sources of liquidity and capital have been cash from operations and cash
from financing activities.

At December 31, 2007, we had cash of $5,782 and a working capital deficit of $27,697 compared to cash of $125
and a working capital deficit of $7,814 at December 31, 2006. The increases in cash were due primarily to the proceeds from



our March and October 2007 private placements of common stock. The major source of the working capital deficit was the
cost of acquisitions and increases in accounts receivable.

Operating Cash Flows

Net cash used by operations was $132 for 2007 compared to $711 of cash used in operations for 2006. For the 2007
fiscal year, our net loss was $3,362 compared to a net loss of $2,735 for the 2006 fiscal year. The increase in revenue during
2007 created a significant increase in operating capital needs for accounts receivable, and with the cash received from the
March 2007 private placement offering, significant payments were made against accounts payable and accrued liabilities. In
addition, customer deposits for future orders contributed 31,135 to cash provided by operations.

Investing Cash Flows

Cash used in investing activities totaled $82,328 for 2007 as compared to $408 of cash used in investing activities
for 2006. Our primary uses of investing cash flow in 2007 related to $76,474 paid for the acquisitions of Brad Foote and
RBA. As a result of the acquisitions, we incurred transaction costs of $735 in 2007. Also in 2007, in connection with the
acquisition of EMS, which was still pending as of December 31, 2007 and did not close until January 2008, we incurred $331
of related transaction costs for due diligence work and other professional fees. Upon closing of the acquisition in January
2008, we used approximately $1,200 of internal funds to finance a portion of the cash distribution. The remainder of the EMS
acquisition was financed through a $17,225 private placement to Tontine. We expect to continue pursuing acquisitions, and
will incur related transaction costs as we invest in our business.

Purchases of property and equipment totaled $5,854 for 2007, compared to $408 for 2006, reflecting our continued
investment in equipment to improve efficiency and capacity.

Financing Cash Flows

Net cash provided by financing activities was $88,117 for 2007, primarily as a result of the March and October 2007
private placements of our common stock in the amount of $65,400, offset by payments and retirement of notes payable and
long-term debt in the amount of $6,292. Proceeds of long term debt were $3,759. In comparison, cash of $1,078 was
provided by financing activities during 2006, consisting primarily of borrowings from related parties and additional
third-party debt. In addition, during the third quarter of 2007, we entered into three capital equipment leases totaling $756,
with monthly payments of approximately $15 per month and expiration dates ranging from one to five years.

Prior to March 2007, we financed our operations primarily through capital contributed by, and borrowings from,
certain stockholders (the “Founding Stockholders™), as well as through borrowings from financial institutions with personal
guarantees being provided by the Founding Stockholders. On March 1, 2007, we obtained proceeds of $15,400 from a private
placement to the Original Tontine Investors. Proceeds from this sale were used to reduce existing debt, and were used to
purchase equipment and for working capital and general corporate purposes. In connection with the closing of the March
2007 securities purchase agreement, we also issued shares of common stock to our then-current officers, directors, and
principal stockholders, four persons total, as repayment of $1,083 in loans.

During the fourth quarter of 2007, our acquisition of RBA required the use of $5,000 of our cash reserves, as
consideration for all of the outstanding stock of RBA. However, the financing transactions that we executed with Tontine in
connection with our acquisition of Brad Foote on October 19, 2007 yielded approximately $11,000 of proceeds in excess of
the amount needed to fund the acquisition. To date, we have used most of these proceeds as working capital and for general
corporate purposes. We intend to secure additional financing to continue or expansion of our operations to complete our
strategic growth plans.

In connection with our acquisition of Brad Foote and $50,000 private placement to Tontine, TP, TMF and TOF
provided us with senior subordinated convertible promissory notes in the aggregate principal amount of $25,000 (the
“Notes"). The Notes, which accrue interest at 9.5% per annum until July 19, 2008 and 13.5% thereafter, mature on
October 19, 2010 and are subject to acceleration upon customary events of default. For each Note, we must repay 10% of the
original principal amount on the first anniversary of issuance, 40% of the original principal amount on the second anniversary
and the remaining outstanding balance on the third anniversary. Each Note holder has the right to convert both (i) the
outstanding principal of its Note, and (ii) any interest thereon (including both paid-in-kind interest and accrued and unpaid
interest) into newly issued shares of our common stock at a conversion rate of $7.50 per share (the “Conversion Rights™). The
Conversion Rights became effective January 19, 2008, but the Notes contain certain constraints on the timing of exercise. As
of December 31, 2007, $25,000 of principal was outstanding on the Notes, and approximately $488 of interest had accrued.



We elected to pay this interest in kind, which increased the total principal amount of the Notes to approximately $25,475.
Based on the conversion rate of $7.50 per share, the TP, TMF and TOF Notes would be convertible to 1,653,333, 600,000
and 1,080,000 shares, respectively. As of March 31, 2008, none of TP, TMF or TOF has provided official notice of their
intent to exercise their Conversion Rights in whole or in part, however, management believes it is more likely than not that
they will choose to exercise their rights.

In connection with our acquisition of Brad Foote, we also assumed approximatety $25,500 of outstanding senior
debt, which is comprised of the following loans that Brad Foote has obtained from LaSalle Bank National Association
(“LaSalle”) pursuant to a Loan and Security Agreement dated as of January 17, 1997, as amended (the “Loan Agreement”),
which continued upon closing of the acquisition: (i) a $7,000 revolving line of credit loan (the “Revolving Loan™); (i) a
consolidated term loan in the original principal sum of approximately $7,800 (the “Term Loan”); (iii} an $11,000 non-
revolving equipment line of credit (the “Equipment Loan™); and (iv) a $9,000 non-revolving equipment line of credit with a
term conversion feature (the “Equipment Loan No, 2”). Because these loans were almost fully drawn on the date the Brad
Foote acquisition was completed, we do not expect the proceeds from these loans to significantly increase our future cash
flows from financing activities. We used proceeds from these loans to fund the operations and expansions of our Brad Foote
subsidiary.

The Revolving Loan, which matures on June 30, 2008, had approximately $5,700 outstanding at closing of the Brad
Foote acquisition, with $7,899 outstanding at December 31, 2007. Interest is payable monthly and accrues on Revolving
Loan advances at a variable rate of Prime minus 1% (the “Base Rate™). The Term Loan, which matures on January 31, 2011,
had approximately $5,300 outstanding at closing of the Brad Foote acquisition, with $4,900 outstanding at December 31,
2007, and requires monthly principal and interest payments. The monthly amount of principal due is $132 and interest
accrues on the outstanding balance of the Term Loan at the Base Rate. The Equipment Loan had approximately $10,100
outstanding at closing of the Brad Foote acquisition with $9,500 outstanding at December 31, 2007. The equipment loan
included an option to convert the obligation to a term note on April 29, 2007. This conversion was effected, making the
outstanding principal balance payable in monthly principal installments of $183 commencing on May 31, 2007, maturing on
April 30, 2012, Interest accrues on the outstanding balance of the converted term loan at the base rate. The Equipment Loan
No. 2, which matures on June 30, 2013, had approximately $4,500 outstanding at closing of the Brad Foote acquisition with
$5,900 outstanding at December 31, 2007. The Equipment Loan No. 2 includes an option to convert the obligation to a term
note. Interest is payable monthly at the Base Rate until June 30, 2008, at which point Brad Foote must make monthly
payments consisting of principal and interest.

The Loan Agreement states that the Revolving Loan, Term Loan, Equipment Loan and Equipment Loan No. 2 are
secured by all of the assets of Brad Foote and that Brad Foote must maintain insurance on the collateral. The Loan
Agreement requires Brad Foote to comply with standard covenants, including financial covenants relating to ratios of cash
flow coverage and senior debt to EBITDA, and to submit our annual audited financial statements to LaSalle at the close of
each fiscal year, In addition, Brad Foote must maintain a $1,000 key man life insurance policy upon the life of J. Cameron
Drecoll, who served as Brad Foote’s president prior to the acquisition and became our chief executive officer when the
acquisition was completed. Each of the Revolving Loan, Term Loan, Equipment Loan and Equipment Loan No. 2 become
immediately due and payable upon breach of any covenants or representations made by Brad Foote in the Loan Agreement
and upon other customary events of default. As of December 31, 2007, the Company was in violation of certain financial
covenants with LaSalle Bank. We secured covenant waivers related to these loans through March 31, 2008 and do not
anticipate an inability to comply with these covenants in the future. In addition, the covenants contained in the Loan
Agreement include restrictions on Brad Foote’s ability to make distributions or dividends and incur indebtedness, which
could ultimately affect our ability to undertake additional debt or equity financing. If these covenants prevent us from
securing additional financing when necessary, we plan to evaluate alternate sources of funding.

On October 4, 2007, our Tower Tech subsidiary obtained a secured line of credit from Investors Community Bank
in the amount of $2,500, which was increased to $5,500 on March 21, 2008. All advances to Tower Tech under the line of
credit are guaranteed in full by Broadwind and RBA.

Subsequent to December 31, 2007, we assumed approximately $2,500 of outstanding senior debt in connection with
our acquisition of EMS. The debt is comprised of various loans, which mature on dates from May 2008 to April 2013.

In the upcoming year, we plan to finance operations, including equipment purchases and other capital expenditures,
with working capital and external financing. We believe that we will need to raise additional funding in the near term to
finance operations and meet revenue, profitability and strategic goals for the foreseeable future. In addition, we continue to
evaluate and assess potential strategic acquisition targets. Cash requirements from any future acquisitions may be substantial;
however, we cannot estimate the cash or other consideration that may be required to finance such transactions. We expect to




be able to procure financing upon reasonable terms in order to finance operations and acquisition activity. However, if we are
unable to do so, or if we do not meet our anticipated future revenue levels, management is committed to taking actions
necessary to ensure the conservation of adequate cash to continue to finance our operations.

Interest Rate Risk

The Company hedges certain of its variable interest debt with fixed rate interest rate swaps. These swaps resulted in
a charge of $174, which is reported within interest expense.

Off-Balance Sheet Arrangements

The Company uses derivative financial instruments to manage well-defined commedity price risks and does not use
them for speculation or trading purposes. Specifically, the Company uses forward contracts to reduce the volatility of
electricity prices. These contracts meet the settlement requirements under SFAS No. 133 and qualify for the normal
purchases and normal sales exclusions as defined by SFAS No. 133. The Company’s Brad Foote subsidiary has also
committed to a long-term agreement to purchase 100% of its electricity requirements from a single provider through January
2009, a portion of which are purchased at fixed prices. The committed electricity quantities are substantially lower than Brad
Foote’s actual energy usage; hence, the Company’s exposure is considered minimal.

Available Information

All reports filed electronically by Broadwind with the Securities and Exchange Commission (“SEC”), including its
Annual Reports on Form 10-KSB, Quarterly Reports on Form 10-QSB, Current Reports on Form 8-K, Proxy and Information
Statements, other information and amendments to those reports filed (if applicable), are accessible at no cost by contacting
Broadwind’s Investor Relations department, the contact information for which is available on our website,
wwiv.broadwindenergy.com. These filings are also accessible on the SEC’s website at www.sec.gov. The public may read and
copy any materials filed by Broadwind with the SEC at the SEC’s Public Reference Room at 100 F Street, NE, Washington,
DC 20549. The public may also obtain information from the Public Reference Room by calling the SEC at 1-800-SEC-0330.




Risk Factors and Cautionary Note Regarding Forward—Looking Statements

Our business and results of operations are subject to numerous risks, uncertainties, and other factors that you
should be aware of, some of which are described below. In addition, certain statements in this report contain
forward-looking statements within the meaning of Section 274 of the Securities Act of 1933, as amended, and Section 21E of
the Securities Exchange Act of 1934, as amended. Any statements contained herein that are not historical fact, may be
deemed forward-looking statements. In some cases, forward-looking statements can be identified by words such as “believe,”

“expect,” “anticipate,” “plan,” “potential,” “continue,” “intend” or similar expressions. Forward-looking statements also
include the assumptions underlying or relating to any of the foregoing statements. Such forward-looking statements are
based upon current expectations and beliefs and are subject to a number of factors and uncertainties that could cause actual
results to differ materially from those described in the forward-looking statements. Any forward-looking statements made
herein are made pursuant to the safe harbor provisions of the Private Securities Litigation Reform Act of 1995. Our
Sforward-looking statements include or relate to the following: (i} our beliefs with respect to the sufficiency of our working
capital and our plans to obtain external funding, (i} our beliefs relating the likelihood that outstanding convertible debt will
be converted to common stock, (iii) our beliefs regarding compliance with environmental laws and regulations; (iv) our
intended use of segment information and our expectations relating to allocation of resources; (v) our intended use of
proceeds from financing activities; (vi) our expectations relating to compliance with loan covenants and ability to obtain
necessary waivers for covenants in the event of a default; (vii} our expectation that interest expense will increase in the
future; (viii) our expectations with respect to our dividend policy; (ix) our expectations with respect to procurement of steel
and other raw materials; (x} adequacy of our leased space; (xi) our strategic goals, including recruiting employees,
expanding our product offerings and manufacturing capacity, developing existing customer relationships, improving
efficiency and leveraging technology, and expanding our market share in North America, (xii) expectations relating to
operations of EMS; (xiii) expectations relating to acquisition activity and expansion plans; and (xiv) our plans relating to
improving of our internal controls. Forward-looking statements cannot be guaranteed and actual results may vary materially
due 10 the uncertainties and risks, known and unknown, associated with such statements. We caution investors that many
important factors, some of which are listed below, have affected, and in the future could affect, our actual results of
operations and cause such results to differ materially from those anticipated in forward-looking statements made in this
Annual Report on Form 10-KSB and elsewhere by us or on our behalf. It is not possible to foresee or identify all factors that
could cause actual results to differ from expected or historic results. As such, investors should not consider any list of such
Jactors to be an exhaustive statement of all of the risks, uncertainties, or potentially inaccurate assumptions that investors
should take into account when making investment decisions. For more information concerning risks and uncertainties related
to our business, refer to our prior 10-KSBs, 10-QSBs, other Securities and Exchange Commission filings, and investor
relations materials. You should not place undue reliance on these forward-looking statements, which speak only as of the
date they were made. We do not intend to update publicly or revise any forward-looking statements except as required by
faw.

Our actual results may vary materially from those projected due to certain risks and uncertainties such as the
following:

Our plans to grow and diversify through acquisitions and internal expansion may not be successful, which could result in
poor financial performance.

As part of our business strategy, we intend to acquire new businesses. We may not be able to identify appropriate
acquisition candidates or successfully negotiate, finance or integrate acquisitions. If we are unable to make acquisitions, we
may be unable to realize the growth we anticipate. Future acquisitions could involve numerous risks including difficulties in
integrating the operations, services, products, and personnel of the acquired business; and the potential loss of key
employees, customers and suppliers of the acquired business. If we are unable to successfully manage these acquisition risks,
future earnings may be adversely affected.

We also plan to grow our existing business through increased production levels at existing facilities, and potentially
through expansion to new manufacturing facilities and locations. Such expansion will require coordinated efforts across the
Company and enhancements to our current operating infrastructure, including management and operations personnel,
systems and equipment, and property. Difficulties or delays in acquiring and effectively integrating such new facilities may
adversely affect future performance,




Volatile financial markets or our own operating performance and liguidity could restrict our ability to access capital, and
may increase our borrowing costs.

We rely on access to both short- and long-term capital markets as a source of liquidity for capital requirements not
satisfied by cash flows from operations. If we are not able to access capital at competitive rates, the ability to implement our
business plans may be adversely affected. Market disruptions or a downgrade of our credit ratings may increase the cost of
borrowing or adversely affect our ability to access one or more financial markets.

Additionally, our current short- and long-term debt agreements contain various covenants requiring certain working
capital ratios and cash flow benchmarks to be met. Thus, violations of such covenants may restrict our ability to obtain the
additional financing we need to implement our growth strategy, and may affect our ability to continue as a going concern. In
the event of a loan covenant violation and inability to obtain waivers, our loans would be due immediately and our ability to
obtain financing could be severely impacted.

A disruption of economic growth in the wind industry could negatively impact our results of operations and growth.

Our business segments are focused on supplying products and services to wind turbine manufacturers and owners
and operators of wind power plants. The development of wind power plants is highly dependent upon the federal production
tax credit and the existence of renewable portfolio standards and other state incentives.

Renewable portfolio standards are state specific statutory provisions specifying that electric utilities generate a
certain amount of electricity from renewable energy sources or devote a certain portion of its plant capacity to renewable
energy sources. Additionally, certified renewable energy generators earn certificates for every unit of electricity they produce
and can sell these along with their electricity to supply companies. These standards have spurred significant growth in the
wind energy industry and a corresponding increase in the demand for our manufactured products. Currently, 25 states have
renewable energy portfolio standards in place and two states have voluntary utility commitments to generate a specific
percentage of their electricity from renewable sources. The enactment of renewable portfolio standards in additional states or
any changes to existing renewable portfolio standards may impact the demand for our products.

Currently, only wind generation electricity facilities that are placed in service on or prior to December 31, 2008 are
eligible to receive a federal production tax credit. The production tax credit provides a material incentive for developing wind
energy projects and thereby impacts the demand for our manufactured products. The federal production tax credit is set to
expire on December 31, 2008, and Congress has not yet renewed or extended the credit beyond 2008. The failure of Congress
to extend or renew the federal production tax credit could significantly delay the development of wind power plants and the
demand for production of turbines and towers. Any delay or failure to renew the federal production tax credit would have a
material adverse impact on our business and results of operations.

We fuce intense competition from industry participants who may have greater resources than we.

Qur businesses are subject to risks associated with competition from new or existing industry participants who may
have more resources and better access to capital. Many of our competitors and potential competitors may have substantially
greater financial, customer support, technical and marketing resources, larger customer bases, longer operating histories,
greater name recognition and more established relationships in the industry than we do. These industry participants compete
with our subsidiaries based upon price, quality, location, available capacity, and several other factors. We cannot be sure that
we will have the resources or expertise to compete successfully in the future. Some of our competitors may also be able to
provide customers with additional benefits at lower overall costs to increase market share. We cannot be sure that we will be i
able to match cost reductions by our competitors. |

We rely on the services of key personnel and unionized labor, the loss of which could adversely affect the future success of
the Company.

We are highly dependent on the services of key personnel and executive officers, and have collective bargaining
agreements with certain of our operations workforce. The loss of the services of these and other personnel, whether through
terminations, attrition, labor strike, or otherwise, or a material change in our collective bargaining agreements, could have a
material adverse impact on us and our future profitability. Collective bargaining units in place at our Brad Foote subsidiary’s
Pittsburgh and Cicero facilities are under contract through 2009 and 2010, respectively.




Disruptions in the supply of parts and raw materials, or changes in supplier relations, may negatively impact our
operating results.

Raw material costs for items such as steel have increased significantly and may continue to increase. Limitations on
availability or increases in the cost of raw materials, including steel, the cost of energy, transportation and other necessary
services may impact our operating results, because our manufacturing businesses may not be able to pass on the cost of such
increases to their respective customers. In addition, we may encounter supplier constraints, be unable to maintain favorable
supplier arrangements and relations or be affected by disruptions in the supply chain caused by such events as natural
disasters, power outages and labor strikes. In the event of a significant increase in the price of raw materials, particularly
steel, our margins and profitability could be negatively impacted.

Restrictions on transport and rapidly rising fuel costs could affect distribution access to certain geographical areas.

Rising fuel cost and transport restrictions could negatively impact transport of large products such as towers. This
could cause customers to source towers closer to wind farm developments, and could negatively impact our revenues.

Trade restrictions may present barriers to entry in certain international markets.

Restrictions on trade with certain international markets could affect our ability to expand into these markets. In
addition, the existence of government subsidies available to our competitors in certain countries may affect our ability to
compete on a price basis.

We are substantially dependent on a few significant customers.

Each of our segments have significant customers and concentrated sales to such customers. If our relationships with
significant customers should change materially, it would be difficult to immediately and profitably replace lost sales.

Material weaknesses or other deficiencies in our internal control over financial reporting, including potential failure to
prevent or detect errors or fraud, could affect the accuracy of our reported financial results.

Management and our auditors have identified certain material weaknesses as referenced in Item 8A Controls and
Procedures. Internal control weaknesses or deficiencies could affect our ability to close our financial reporting on a timely
basis or report accurate numbers, In addition, acquisitions of companies lacking sufficient financial and internal control
expertise may affect our ability to comply with public company reporting requirements in the future, including meeting filing
deadlines established by the Securities and Exchange Commission, and ensuring that our Company-wide controls and
procedures are adequate to provide financial information in a timely and reliable matter. We may incur substantial additional
costs to bring acquired companies’ systems into compliance with Section 404. Our ability to attract and retain qualified
financial experts will also impact our ability to comply with financial reporting and Sarbanes-Oxley regulations. If we are not
able to maintain the requirements of Section 404 in a timely manner or with adequate compliance, we may be subject to
sanctions or investigation by regulatory authorities, including the SEC. This type of action could adversely affect our
financial results or investors’ confidence in our company and our ability to access capital markets and could cause our stock
price to decline,

ITEM 7. FINANCIAL STATEMENTS

See pages beginning with page F-1 for the audited consolidated financial statements of the Company.

ITEM 8. CHANGES IN AND DISAGREEMENTS WITH ACCOUNTANTS ON ACCOUNTING AND FINANCIAL
DISCLOSURE

As reported in a Form 8-K filing on December 21, 2007, we dismissed our former auditor and engaged Grant
Thomton LLP as our independent auditor, which became effective on December 17, 2007. We have not had any
disagreements with our current or former auditors,



ITEM 8A. CONTROLS AND PROCEDURES
Disclosure Controls and Procedures

Our Chief Executive Officer and Chief Financial Officer evaluated the effectiveness of the Company’s disclosure
controls and procedures, as defined in Exchange Act Rules 13a-15(¢) and 15d-15(e), as of the end of the period covering this
report. Based on this evaluation, our Chief Executive Officer and Chief Financial Officer concluded that our disclosure
controls and procedures were not effective to provide reasonable assurance that information required to be disclosed by the
Company in the reports that it files or submits under the Exchange Act was recorded, processed, summarized and reported
within the time periods specified by the Securities and Exchange Commission’s rules and forms. Due to the material
weaknesses described below, our disclosure controls and procedures did not ensure that information required to be disclosed
in the reports that we file or submit under the Exchange Act was accumulated and communicated to our management,
including our Chief Executive Officer and Chief Financial Officer, as appropriate to allow timely decisions regarding
required disclosure.

Changes in Internal Control over Financial Reporting

Following the acquisition of Brad Foote (described in Note 3 to the consolidated financial statements), the makeup
of our Board of Directors changed, including the positions of our chief executive officer and other directors. We established
an Audit Committee on October 25, 2007, and designated a financial expert as chairperson. While our full Board of Directors
retains ultimate responsibility for our financial reporting and system of internal controls, our Audit Committee will provide
oversight of our internal control over financial reporting and financial reporting and disclosure.

Management’s Report on Internal Control over Financial Reporting

Management is responsible for establishing and maintaining adequate internal control over financial reporting for
the Company, as such term is defined in Rules 13a-15(f) and 15d-15(f) of the Securities Exchange Act of 1934. Internal
control over financial reporting is a process designed to provide reasonable assurance regarding the reliability of financial
reporting and the preparation of financial statements for external purposes in accordance with generally accepted accounting
principles. Internal control over financial reporting includes those policies and procedures that (i) pertain to the maintenance
of records that, in reasonable detail, accurately and fairly reflect the transactions and dispositions of the assets of the
Company; (ii) provide reasonable assurance that transactions are recorded as necessary to permit preparation of financial
statements in accordance with generally accepted accounting principles, and that receipts and expenditures of the Company
are being made only in accordance with authorizations of management and directors of the Company; and (iii) provide
reasonable assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the
Company’s assets that could have a material effect on the financial statements.

Internat control over financial reporting cannot provide absolute assurance of achieving financial reporting
objectives because of its inherent limitations. Internal control over financial reporting is a process that involves human
diligence and compliance and is subject to lapses in judgment and breakdowns resulting from human failures. Internal control
over financial reporting can also be circumvented by collusion or improper management override. Because of such
limitations, there is a risk that material misstatements may not be prevented or detected on a timely basis by internal control
over financial reporting. Also, projections of any evaluation of effectivencss to future periods are subject to the risk that
controls may become inadequate because of changes in conditions, or that the degree of compliance with the policies or
procedures may deteriorate. However, these inherent limitations are known features of the financial reporting process.
Therefore, it is possible to design into the process safeguards to reduce, though not eliminate, this risk.

A material weakness (as defined in SEC Rule 12b-2) is a deficiency, or combination of deficiencies, in internal
control over financial reporting such that there is a reasonable possibility that a material misstatement of the annual or interim
financial statements will not be prevented or detected on a timely basis.

Management conducted an assessment of the effectiveness of the Company’s internal control over financial
reporting as of December 31, 2007. In making this assessment, management used the criteria described in Internal Control—
Integrated Framework issued by the Committee of Sponsoring Organizations of the Treadway Commission (“COSO”).
Based on this assessment, management concluded that the Company’s internal control over financial reporting was not
effective as of December 31, 2007. As discussed in further detail below, management’s assessment excludes assessment of
internal control over financial reporting of Brad Foote Gear Works, Inc., which was acquired on October 19, 2007, Brad
Foote had a significant impact on the Company’s consolidated financial statements as of and for the year ended
December 31, 2007, and is expected to have a significant impact in future periods.




The Company has experienced significant growth through acquisitions during 2007, and significant resources were
committed to effecting the transactions and integrating the acquired businesses. Accordingly, such acquisitions limited the |
available time of management and others charged with establishing, implementing, and monitoring internal control over
financial reporting, and material weaknesses were noted as of December 31, 2007. While management is in the process of
remediating material weaknesses and other deficiencies, no assurance can be made at this point that the implementation of
such controls and procedures witl be completed in a timely manner or that they will be adequate once implemented.

Management has identified the following material weaknesses in internal control over financial reporting as of
December 31, 2007; some of these internal control deficiencies may also constitute deficiencies in our disclosure controls:

Accounting Policies and Procedures: In years prior to 2007, we did not have detailed policies and procedures in
place to document our control structure and provide a basis for the evaluation of internal control design or operating
effectiveness, This weakness was previously identified by management and still existed as of December 31, 2007. During
2007, we engaged outside consultants to aid in the development of detailed process-level policies and procedures. In future
periods, we expect these changes to our documented policies and procedures to enhance the overall quality of our control
environment, including our ability to monitor and assess internal control over financial reporting.

IT Environment, General Ledger System: We do not currently employ a sophisticated accounting and reporting
system to report our results of operations and financial condition and consolidate each of our subsidiaries. Subsidiaries
currently each have separate accounting systems and must be manually consolidated. We do not currently have inplace
adequate access or change controls to these systems. Management is currently in the process of implementing a new
accounting system in our Tewers and Fabrication segment, which we expect to address and remediate the deficiencies
identified in our current accounting system.

Financial Close and Reporting: Due to the limitations discussed with our accounting systems and the need for
manual consolidation, our financial closing and reporting process is susceptible to material error. Our closing process also
relies on manual reconciliations of other material accounts that are not entirely segregated among different individuals. We
lack significant expertise related to compliance with certain non-routine SEC reporting requirements and other legal matters
requiring public disclosure. Though we employ experienced CPAs with backgrounds in public accounting and technical
matters of GAAP, our recent acquisitions and the integration of the acquired companies into our financial closing process
have presented significant challenges, which are expected to be addressed in part by the system implementation described
above. In addition to the system implementation, we have relied on compensating measures including: enhanced
communication and involvement of outside legal counsel in reporting and disclosure matters, and the addition of our Audit
Committee, the chair of which is a financial expert with extensive public accounting and auditing experience.

Internal Financial Expertise: With respect to complex transactions such as our recent acquisitions of Brad Foote
and RBA, accounting for income taxes, and application of other emerging accounting standards, we have historically relied
on the work of outside consultants to aid in the application of GAAP and the preparation of financial statements in
accordance with GAAP. Management is currently evaluating its personnel needs and plans to address this material weakness
through the hiring of one or more individuals with the requisite accounting expertise, to supplement our current team of
experienced CPAs in our accounting and financial reporting functions.

Application Access, Segregation of Duties: Due to our size and growth, we have not been able to maintain adequate
segregation of duties in certain critical processes. Where possible, we have put compensating controls in place to mitigate the
risk presented by inadequate segregation of duties. Through the course of our acquisition integration and system
implementation, we are currently in the process of realigning personnel and reviewing access rights to remediate this
weakness.

User Developed Applications: As discussed above in IT Environment, General Ledger System, we do not currently
employ a sophisticated accounting and financial reporting system. As a result, in preparing our consolidated financial
statements, we employed the use of various spreadsheets and database programs (“User Developed Applications”). The User
Developed Applications are utilized in calculating and tracking several material accounts and amounts, including various
estimates and cost allocations, reconciliations, amortization and rollforward schedules, and other areas. At December 31,
2007, most User Developed Applications were not secured as to access, logical security, changes, or data integrity. In 2008,
we have begun an effort to identify all of our User Developed Applications and intend to remediate the weakness through
controls in the User Developed Applications themselves or compensating controls. These efforts, along with implementation
of our new general ledger and reporting system, which seeks to eliminate the need for User Developed Applications in
critical processes, are expected to continue into 2008. We believe that with the passage of sufficient close and reporting
cycles to evidence operation of these compensating controls, the material weakness will be remediated.




Process-Level Controls: As a result of the preceding material weaknesses described, many of our process-level
controls also contain material weaknesses. We have identified additional material weaknesses in several cycles, including
revenues, expenditures, income taxes, and treasury. The remediation measures described above are expected to reduce future
deficiencies in these and other cycles.

As discussed in Note 3 to the consolidated financial statements, on October 19, 2007, we completed the acquisition
of Brad Foote. As of and for the year ended December 31, 2007, this acquisition comprised 88% of consolidated total assets
and 57% of consolidated total revenues. This acquired business has been excluded from management’s assessment of internal
control as of December 31, 2007. Though management did not perform a complete assessment, from the date of acquisition
through our fiscal year end, we identified several items that represent material weaknesses or significant deficiencies in the
internal control over financial reporting at Brad Foote as of December 31, 2007. These potential material weaknesses are
surmmarized below:

»  [Inventory. Routine physical inventory counts and related reconciliations of beok-to-physical were not
performed in 2 timely manner during the year or subsequent to year-end. The process for maintenance of
perpetual inventory records and related accounting for scrap and cost of goods sold lacked controls to ensure an
accurate perpetual inventory balance. Additionally, raw materials pricing was subject to manual override,
causing overstated unit costs and related errors in inventory and cost of goods sold balances. However, a
complete physical inventory was taken at December 29, 2007 which became the basis of the inventory valuation
at year end.

«  Cost accounting. Controls relating to the accumulation and recording of labor and overhead were lacking in
design and operating effectiveness. Variances were not regularly analyzed, and amounts were not consistently
applied to inventory balances.

> Accounts receivable. Monitoring controls were not in place to ensure the appropriate application of payments,
month-end account reconciliations, or related reserves.

*  Billing and sales. Revenue recognition controls were not in place to ensure revenue was not recognized prior to
fulfillment of applicable recognition criteria, and that sales were appropriately cut off at year-end.

+  Capital Expenditures. No formal policy existed for accounting for capital expenditures. Major capital projects
related to production equipment were not adequately tracked and capitalized.

*  Internal Financial Expertise. The financial management of the company lacked the financial expertise to
comply with public company requirements, This fack of expertise had a significant impact on the ability to
timely close the financial statements.

*  Accounting Policies & Procedures. The company did not have detailed policies and procedures in place to
document their control structure and provide a basis for the evaluation of internal control design or operating
effectiveness.

Since the acquisition of Brad Foote, management has worked closely with existing personnel, and has begun
remediation efforts to reduce the risks presented by the existing material weaknesses and significant deficiencies. Since year
end, we have added new financial personnel with the expertise to handle the requirements of public company reporting. We
have implemented physical inventory procedures to be taken at each calendar year end. We have hired a new materials
manager responsible for the tracking of inventery, and have enhanced management review of the inventory process.
Overhead rates are reviewed by a new cost accountant and by management on a quarterly basis. Accounts receivable and
billing controls have also been implemented to provide monthly reconciliation and management review, as well as additional
approvals related to month end cutoff. The impact of the remediation efforts initiated by management will not be fully known
until our assessment of internal control over financial reporting as of December 31, 2008.

The acquisition of Brad Foote also included changes to the makeup of our Board of Directors and the position of
chief executive officer, as noted above.

This Annual Report does not include an attestation report of the Company’s independent registered public
accounting firm regarding internal control over financial reporting. Management’s report was not subject to aftestation by the
Company’s registered public accounting firm pursuant to temporary rules of the Securitics and Exchange Commission that
permit the Company to provide only management’s report in this Annual Report.



ITEM 8B. OTHER INFORMATION

On October 4, 2007, our Tower Tech subsidiary obtained a secured line of credit from Investors Community Bank
in the amount of $2,500, which was increased to $5,500 on March 21, 2008. As of April 10, 2008 $4,281 was outstanding on
the line of credit. The line of credit is governed by the terms of various agreements between Tower Tech and Investors
Community Bank (the “Credit Agreements™). All advances to Tower Tech under the line of credit are guaranteed in full by
Broadwind and RBA, pursuant to Guaranty Agreements (the “Guaranties”). The agreement governing the loan contains
customary covenants, including financial covenants relating to minimum debt to tangible net worth, minimum debt service
coverage ratio and minimum tangible net worth. Tower Tech is obligated to make monthly payments of accrued interest and
pay the principal in full on September 21, 2008. Draws on the line of credit bear interest at a variable rate equal to the greater
of 4.25% or 1.75% above the Previous Month Average 30 Day Libor Rate.

On December 1, 2007, our Tower Tech subsidiary executed an amendment to the Lease Agreement dated January 1,
2005, relating to office space at Tower Tech’s Manitowoc facility (the “Amendment”). The lessor is City Centre, LLC, who
is indirectly owned in part by Raymond L. Brickner III, our President, and Daniel P. Wergin, who served as a director of the
Company until January 2008. The Amendment extends the initial lease term from December 31, 2009 to December 31, 2014
and provides for annual rent of $508. Previously, annual rent was $400 plus a production fee of $3.8 per tower for towers
produced in excess of 100.

On December 26, 2007, our Tower Tech subsidiary executed a Lease Agreement for a storage facility in
Manitowoc, Wisconsin (the “Lease”). The lessor is City Centre, LLC, who is indirectly owned in part by Raymond L.
Brickner 111, our President, and Daniel P. Wergin, who served as a director of the Company until January 2008. The Lease
provides that Tower Tech will assume the tenant’s interest in a preexisting lease between City Centre, LLC and a third party.
The prior tenant will continue to pay rent through May 31, 2008, but Tower Tech is liable for 2008 real estate taxes and
interest due on a $200 advance from City Centre to that tenant for leasehold improvements. The term of the Lease is 15 years,
and annual rent is $222.

The foregoing summaries of the secured line of credit with Investors Community Bank, the amendment to the
secured line of credit with Investors Community Bank, the Amendment to the Lease Agreement with City Centre, LLC and
the Lease Agreement with City Centre, LLC do not purport to be complete, and are qualified in their entirety by reference to
the Credit Agreements, the Guaranties, the Amendment and the Lease, copies of which are attached as Exhibits 10.35
through 10.41, 10.42 through 10.43, 10.2 and 10.3, respectively.



PART III

ITEM 9. DIRECTORS, EXECUTIVE OFFICERS, PROMOTERS, CONTROL PERSONS AND CORPORATE
GOVERNANCE; COMPLIANCE WITH SECTION 16(a) OF THE EXCHANGE ACT

The names and ages of the executive officers of the Company and their positions and offices presently held are as
follows:

Name Age Position

J. Cameron Drecoll ..o, 53 Chief Executive Officer and Director

Raymond L. Brickner ITL..........cvovvrreeaice. 51 President and Director

Steven A. Huntington...........cocoevivviirevereemvmcnnn, 53 Chief Financial Officer

Lars Moller .......ccoovvnencniiineeecvecsisvsrsenene.. 40 Executive Vice President and Chief Operating Officer
Matthew J. Gadow ..o 36 Executive Vice President of Strategic Planning

JOHN CAMERON DRECOLL has served as our Chief Executive Officer and also as a director since October 19,
2007. He was appointed to these positions pursuant to our acquisition of Brad Foote Gear Works, Inc. on October 19, 2007,
where Mr. Drecoll held the positions of majority shareholder and Chief Executive Officer since 1996. Mr. Drecoll has more
than 30 years of experience in the industrial manufacturing segment. Prior to acquiring Brad Foote Gear Works, Mr, Drecoll
served in operational management, specializing in integration and turnaround of new acquisitions, at Regal Beleit
Corporation. During his 15 years at Regal, the company enjoyed a five-fold increase in sales. Mr. Drecoll served on the
Board of Directors of the American Gear Manufacturer Association and served as Chairman in 2003, Mr. Drecoll received a
Mechanical Engineering degree and a Masters of Business Administration from Marquette University.

RAYMOND L. BRICKNER III has served as our President and as a director since the reverse public shell
transaction between Tower Tech Systems, Inc. and Blackfoot Enterprises, Inc. in February 2006. In addition, Mr. Brickner
has served as President of RBA Inc. since its inception in 1985. We acquired RBA Inc. on October 1, 2007.

STEVEN A. HUNTINGTON has served as our Chief Financial Officer since April 23, 2007. On May 1, 2008,
Mr. Huntington will no longer serve as the Chief Financial Officer of Broadwind, but will continue to serve as Chief
Financial Officer of Tower Tech Systems. Prior to joining Broadwind, Mr. Huntington was the Chief Financial Officer for
Idaho Pacific Holdings Inc., a potato dehydrator based in Ririe, Idaho. He served in that position since August 2005, and had
responsibility for accounting, planning, plant accounting and information systems, as well as internal contre] upgrades froma
private company to a public company, From January 1999 to July 2005, he was the Vice President, Finance, Chief Financial
Officer, Treasurer and Corporate Secretary for Northern Labs, Inc., a contract manufacturer and packager of consumer
products based in Manitowoc, Wisconsin. Mr. Huntington served as a Plant Controller for Sealy Mattress Company in
Batavia, Illinois from 1995 to 1999, and as Corporate Controller for Classics International Entertainment in Chicago, Illinois
from 1993 10 1995. His previous work experience dates back to 1977. He received an MBA in Finance from DePaul
University and a BS degree in Accounting from the University of Wisconsin—Green Bay. Mr. Huntington is a certified
public accountant,

LARS MOLLER has served as our Executive Vice President and Chief Operating Officer since March 26, 2008.
We hired Mr. Moller on October 23, 2007 to serve as Executive Vice President of Business Development. Mr. Molier
oversees the development of our supplier, customer and strategic partner relationships. Mr. Moller has more than 20 years of
experience in the wind industry, most recently serving as President of DMI Industries, a wind tower manufacturer in West
Fargo, North Dakota since October 2003. Mr, Moller began his career in the wind industry with The Bonus Energy Group in
1986 and has also held senior management positions with Vestas Americas, Difko and BONUS Energy. Mr. Moller also
serves on the Board of Directors of the American Wind Energy Association and Canadian Wind Energy Association.

MATTHEW J. GADOW has served as our Executive Vice President of Strategic Planning since October 23, 2007
In this capacity, Mr. Gadow handles Broadwind’s acquisitions, joint ventures and other strategic projects. Effective May 1,
2008, Mr. Gadow will begin serving as Executive Vice President and Chief Financial Officer. Prior to joining Broadwind,
Mr. Gadow served for nearly five years as the executive vice president and chief financial officer for DMI Industries, a wind
tower manufacturer based in West Fargo, North Dakota. Before joining DMI, he worked eight years as an operational finance
director at several manufacturing locations under the Norwood Promotional Products umbrella of companies. Mr. Gadow, a
certified public accountant, spent several years in public accounting after eamning his bachelor’s degree from Texas Lutheran
University, Seguin, Texas. In addition to his executive roles within the wind industry, Mr. Gadow also serves on the
American Wind Energy Association’s Finance Committee.




Additional information required by Item 9 relating to directors, compliance with Section 16(a) of the Exchange Act,
and code of ethics is incorporated herein by reference to the sections labeled “Election of Directors,” “Section 16(a)
Beneficial Ownership Reporting Compliance” and “Code of Ethics and Business Conduct,” that appear in the definitive
Proxy Statement for our 2008 Annual Meeting of Stockholders. Such information is incorporated herein by reference.

ITEM 10. EXECUTIVE COMPENSATION

The information required by this Item 10 is contained in the section entitled “Executive Compensation” in the
definitive Proxy Statement for our 2008 Annual Meeting of Stockholders. Such information is incorporated herein by
reference.

ITEM 11. SECURITY OWNERSHIP OF CERTAIN BENEFICIAL OWNERS AND MANAGEMENT AND
RELATED STOCKHOLDER MATTERS

The information required by this Item 11 regarding security ownership of certain holders and related stockholder
matters is contained in sections entitled “Principal Stockholders,” “Management Sharcholdings,” “Changes in Control,” and
“Equity Compensation Plan Information” that appear in the definitive Proxy Statement for our 2008 Annual Meeting of
Stockholders. Such information is incorporated herein by reference.

ITEM 12. CERTAIN RELATIONSHIPS AND RELATED TRANSACTIONS, AND DIRECTOR INDEPENDENCE

The information required by this Itemn 12 contained in the section entitled “Certain Transactions and Business
Relationships” that appears in the definitive Proxy Statement for our 2008 Annual Meeting of Stockholders. Such
information is incorporated herein by reference.

ITEM 13. EXHIBITS

See “Exhibit Index” immediately following the certifications to this Form 10-KSB for a description of the
documents that are filed as Exhibits to this report on Form 10-KSB or incorporated by reference herein.

ITEM 14. PRINCIPAL ACCOUNTANT FEES AND SERVICES
The information required by this Item 14 is contained in the section entitled “Independent Registered Public

Accounting Firm, Audit Fees” that appears in the definitive Proxy Statement for our 2008 Annual Meeting of Stockholders.
Such information is incorporated herein by reference.




"SIGNATURES

In accordance with Section 13 or 15(d) of the Exchange Act, the registrant caused this report to be signed on its
behalf by the undersigned, thereunto duly authorized.

BROADWIND ENERGY, INC.
Date: April 15, 2008 By: {s/ J. CAMERON DRECOLL

]. Cameron Drecoll
Chief Executive Officer

In accordance with the Exchange Act, this report has been signed below by the following persons on behalf of the
registrant and in the capacities and on the dates indicated.

(Power of Attorney)

Each person whose signature appears below constitutes and appoints J. Cameron Drecoll and Steven A. Huntington
as true and lawful attorneys-in-fact and agents, each acting alone, with full power of substitution and resubstitution, for him
and in his name, place and stead, in any and all capacities, to sign any or all amendments to this Annual Report on Form 10-
KSB and to file the same, with all exhibits thereto, and other documents in connection therewith, with the Securities and
Exchange Commission, granting unto said attorneys-in-fact and agents, each acting alone, full power and authority to do and
perform each and every act and thing requisite and necessary to be done in and about the premises, as fully to all intents and
purposes as he might or could do in person, hereby ratifying and confirming all said attorneys-in-fact and agents, each acting
alone, or his substitute or substitutes, may lawfully do or cause to be done by virtue thereof.

SIGNATURE TITLE DATE

/s J. CAMERON DRECOLL Chief Executive Officer and Director (Principal April 15, 2008

J. Cameron Drecoll Exccutive Officer)

/s/ STEVEN A. HUNTINGTON

Chief Fil_lancial Officer (Principal Financial and April 15, 2008
Steven A. Huntington Accounting Officer)
/s/ RAYMOND L. BRICKNER III
President and Director April 15,2008
Raymond L. Brickner I1I
fs/ JAMES M, LINDSTROM
Director April 15, 2008
James M. Lindstrom
/sf TERENCE P. FOX
Secretary, General Counsel and Director April 15, 2008
Terence P. Fox
/s/ CHARLES H. BEYNON
Director April 15,2008
Charles H. Beynon
s/ WILLIAM M. BARRETT
Director April 15, 2008

William M. Barrett
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and
Shareholders of Broadwind Energy, Inc. and Subsidiaries

We have audited the accompanying consolidated balance sheets of Broadwind Energy, Inc. (formerly Tower Tech
Holdings Inc.) and Subsidiaries (the “Company”) as of December 31, 2007, and the related consolidated statements of
operations, shareholders’ equity (deficit), and cash flows for the year then ended. These consolidated financial statements are
the responsibility of the Company’s management. Qur responsibility is to express an opinion on these consolidated financial
statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Oversight Board
{United States). Those standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free of material misstaternent. The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. Our audit includes consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements, assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the consolidated
financial position of Broadwind Energy, Inc. and Subsidiaries as of December 31, 2007, and the results of their operations
and their cash flows for the year then ended, in conformity with accounting principles generally accepted in the United States
of America.

As discussed in Note 1, the Company adopted the provisions of Financial Interpretation 48, Accounting for
Uncertainty in Income Taxes—An Interpretation of FASB Statement No. 109, as of January 1, 2007.

GRANT THORNTON LLP

Milwaukee, Wisconsin
April 15, 2008



REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM

To the Board of Directors and
Shareholders of Tower Tech Holdings Inc.

We have audited the accompanying consolidated balance sheet of Tower Tech Holdings Inc. and its subsidiary as of
December 31, 2006, and the related consolidated statements of operations, shareholders’ deficit, and cash flows for the year
then ended. These financial statements are the responsibility of the Company’s management. Our responsibility is to express
an opinion on these financial statements based on our audit.

We conducted our audit in accordance with the standards of the Public Company Accounting Ovetsight Board
(United States). Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the
financial statements are free of material misstatement, The Company is not required to have, nor were we engaged to
perform, an audit of its internal control over financial reporting. Our audits included consideration of internal control over
financial reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the purpose
of expressing an opinion on the effectiveness of the Company’s internal control over financial reporting. Accordingly, we
express no such opinion. An audit also includes examining, on a test basis, evidence supporting the amounts and disclosures
in the financial statements, assessing the accounting principles used and significant estimates made by management, as well
as evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position

of Tower Tech Holdings Inc. and its subsidiary as of December 31, 2006, and the results of its operations and its cash flows
for the year then ended, in conformity with accounting principles generally accepted in the United States of Amenica.

/s/ Carver Moquist & O’Connor, LLC

Plymouth, Minnesota
March 30, 2007



BROADWIND ENERGY, INC. AND SUBSIDIARIES
(FORMERLY TOWER TECH HOLDINGS INC.)

CONSOLIDATED BALANCE SHEETS

(in thousands, except share data)

ASSETS
Current assets:
Cash ..
Resmcted cash
Accounts rcccwable. ncl of allowancc of $2 983 and $0 rcspocuvely
Inventories, net of allowance of $1,096 and $0, respectively............
Prepaid expenses....
Qther current assets
TOA] CUTTENIE BSSELS cooviriisnisvrissstiirrrvarrisanrnsssarrresressssresassbrans s srass smers seensabareseasesssasssbebts LobebEaE AL SR SRR SR TP LSS aR nr s 2 e nea e
Property and equipment:
Machinery and equipment.
Leasehold improvements ......
Office furniture and EqUIPTIENT. ... e e ereme e s e saet s sttt enressae et snsnad s bes bt bbb

Less accumulated depreciation and amortization ...
NEt PTOPETLY ANa EQUIPITEIIL....c.ciieemsrers et es et sa s na s et bbb b b £ s b e b bR AT T A e YRR PR g st s roeamne s s nmne s
Other assets:

Goodwill ... -

lmanglbles, net of accumulalcd amoruz.auon of Sl 655 and SO rcspcctwely

Acqulsmon COsts.. .

Bond issuance fees, nct of accumulated amomzauon of $l7 and 52 rcspeclwely

Deposits ... " L L T R 1S e

Accounts recewable—retamage
Total other assets ..

TOTAL ASSETS..

LIABILITIES AND SHAREHOLDERS’ EQU]TY (DEFIC]T)
Current liabilities:
Notes payabile....
Notes payable to rclated pamcs
Current maturities of long-term debl
Current portions of long-term capital leasc obl 1gat|ons
Accounts payable ...
Accounts payable to relatcd partlcs
Accrued liabilities .. s
UNEAMEE TEVEIIUE ...oiviciriisisririsiarismsstssasriarosis s sresms e snnetssrat e sens s asassssassssnsas s abeb 418808 AL LA AL e s b eSS a TS E s b0 ssant s
Customer depositS ...
Total current liabilities ..o
Long-term debt, net of current maturities..........
Capital lease obligations, net of current portions..
INTETEST TATE SWAPS .ovcitisiiisirisnts i ta e m i s e b rr b s s ot e b 408 s0e8 s e beb e et s abas amesasa b ames s s nbdehdns s AR L eab AL h s g0 emen
Deferred MMCOMIE LAXES.....coiiiiiciii st rrr st e as s s e a e b s e s b b S e ek s s n R e e v
Total liabilities ...
Committnents and contmgcnctcs
Shareholders® equity (deficit):
Common stock, $.001 par value: 100,000,000 shares authorized,
76,260,912 and 35.235,500 shares issued and cutstandmg, respccuvely
Additional paid-in capital.... SRR,
Accumulated deficit ...,
Interest in variable interest entity ..........ccoco.ee...
Total shareholders® equity (deficit}...

TOTAL LIABILITIES AND SHAREHOLDERS EQUITY (DEFICIT)

December 31, 2007 December 31, 2006
$5,782 $125
500 —
13,541 161
12,983 288
345 14
1,601 —
34,752 588
4,032 —
54,775 3,046
1,919 356
640 32
61,366 3434
2476 635
58,890 2,799
27,611 —
84,022 —
33 —

— 15

212 —

— 493
112,176 508
$205,318 $3,895
$440 $588
25,000 4,377
12,693 97
300 —
10,136 892
— 725
12,457 1,532
97 —
1,326 191
62,449 8,402
17,620 807
686 —
388 —

139 —
81,282 9,209
76 35
133,033 1,261
{9.877) (6,610)
1,304 —
124,536 (5,314)
$205,818 $3,895

The accompanying notes are an integral part of these financial statements.



BROADWIND ENERGY, INC. AND SUBSIDIARIES
(FORMERLY TOWER TECH HOLDINGS INC.)

CONSOLIDATED STATEMENTS OF OPERATIONS

(in thousands, except share and per share data)

Netsales......ccooovernicrnneenene DDA TSN TN P
Costofsales..........ccooovreeennee. e eeteteueaeereterareseseseseseeeesememesesesesibsbisshisssibersiebetatitibatetitetereatenies
Gross margin {deficit) .. ..o e e

Operating costs and expenses:
Selling, general and administrative EXPenSes. . ..o veerieieereesrnininininieniret s rress s e enens
Depreciation and amortization ...
Merger tranSaction COSS .....c.cvuviioievieereriesees i st sne e essme s e e ea bbbt s e s e e s e s
Total operating costs and EXPENSES ........cceoveveeersrrrrrreeenme s rees st s a s enneatas
OPETAtINE 1088 .. ve et s e e e e e e d e e be s
Other income (expense):
IItETEST BXPEIISE ... ccueiiieeiesiet ettt et r ettt ese et stb b e e s na e v R SRR R e e n e se e e et
T 3 A T T nY 1T OOV
Realized loss on foreign currency transactions ..o vevevecomsencnensctii s
OMNEE, L 1ier v reeecr e iaeeeseastarssstabessssrnressabsnssnr et e samsnnraeassssararaeseranaeranneesinsmannessaniats
Income (expense) relating to variable interest entity .........ccoceevveevvnimicninninieeenenes
Total other INCOME (EXPENSE), TEL. ..ot iacstesssse s e res e sn e s ss s e es s sr e eees
Net loss before provision for INCOME tAXES ....civrririviierresrrresreeaeaeerienieessreeissesssssessisaesstesssssese
INCOME 1AX DENETIL ...veveereicerninrererrererinierseresnsrernrerrrsnsserasnonsareacassessesmrcemsistssssssassssstesmsnssnanes
INBE TOSS oottt s e e e e n e sa b e e

Net loss per common share—basic and diluted ... . Creestenrarerrreearasaeereeneran
Weighted average common shares outstandmg—basw and dlluted .......................................

Years Ended December 31,

2007 2006
$29,804 $4,023
25,865 4,822
3,939 (799)
5,724 1,251
1,750 21
— 250
7474 1,522
(3,535) (2,321)
(1,239) (411)
400 —
(15) (3)
83 —
(95) —
(866) (414)
(4,401) (2,735)
(1,039) —
$(3,362) $(2,735)
$(0.07) $(0.08)
51,535,137 33,771,768

The accompanying notes are an integral part of these financial statements.




BROADWIND ENERGY, INC. AND SUBSIDIARIES
(FORMERLY TOWER TECH HOLDINGS INC.)

CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY (DEFICIT)
(in thousands, except share data)

Commeon Stock

Interest in
Shares Additional Variable
Issued and Issued Paid-in Accumulated Interest
Outstanding Amount Capital Deficit Entity Total
Balance, December 31, 2005 .......... 22,750,000 $23 $428 $(3,875) $— $(3,424)
Recapitalization of shares
issued by Blackfoot prior to
MNETEET «.evencererrecnerenmeere e 9,750,000 10 (10) — — —
Stock issued for merger
transaction CostS......cvverrnine 2,500,000 2 248 — — 250
Stock issued for compensation. 235,500 — 353 — — 353
Contributed capital— '
management salaries............ — — 242 — — 242
NEt 1055 1vevnrverrmrrerrersrverssesenarsses — — — (2,735) — (2,735)
Balance, December 31, 2004........ 35,235,500 15 1,261 (6,610) — (5,314)
Stock issuance for private
placement to accredited
invesiors, net of costs
of 81,200 22,766,667 22 64,169 — — 64,191
Stock issued for satisfaction of
third-party debt .................... 1,500,000 2 2,248 — — 2,250
Stock issued for satisfaction of
related party debt............... 722,295 1 1,083 — - 1,084
Stock issued for acquisition of
Brad Foote Gear
Works, InC. oo 16,036,450 16 64,130 — — 64,146
Stock options granted............... — — 142 — — 142
Capital contributions..........c...... — — — — 1,399 1,399
Nt LOSS.ccreeiriinesiecrimnenieians — — — (3,267) (95) (3,362)
Balance, December 31, 2007 ........ 76,260,912 $76 $133,033 $(9,871) 51,304 $124,536

The accompanying notes are an integral part of these financial statements.




BROADWIND ENERGY, INC. AND SUBSIDIARIES
(FORMERLY TOWER TECH HOLDINGS INC.)

CONSOLIDATED STATEMENTS OF CASH FLOWS

(in thousands)

Years Ended December 31,

2007 2006
Cash flows from operating activities:
Net loss .. - $(3.162) $(2,735)
Ad}ustmcnts to reconculc net income (loss) to net cash pr()VIded by (used m) operatmg actlvmcs
Depreciation and BMOTHZBHON ..ot ettt it b T S s st e T 3,523 326
Amortization of bond issuance fees 15 2
Deferred income taxes............. 139 —
Contributed services by sharehnldcrs — 243
Compensation expense related to restnctcd stock issuances.. . eeren st s raeh ettt bt — 353
St0ck-based COMPENSAUON EXPEIISE....cc.riireiriteteetieere et e se e e e s rans s fere s e 18 s b eATE 8RS 10 E e rnr b s r s e en i 142 —
Stock issued for merger costs — 250
(Gain) 1055 0N diSPOSAL O BESELE...cc.c.eruererriemict sttt b e e b e oo 2 —
Changes in operating assets and liabilities, net of effects of acquired companies:
ACCOUNLS TECEIVADIE 1o tieie et ciecer e ieme et eese s s e AL LR R AR A TA S 0E£2s s s s R O S AT {4,788) 19
Restricted cash...... (500) —
Inventories ........ 715 (5}
Prepaid expenses... 305 (6)
Other current assets.. . 148 —
Accounts recewable—relamage 493 (493)
Accounts payable ... 2,991 (32)
Accounts payable—rclatcd party (725) 438
Acerued liabilities .. (259) 947
UNEATTEA TEVETILIE «..vovovveeveeceeieesceeeeeees s eeescemes s suesssse sae st s bbbt ras s eae e e pr st s se e e oS ems b emsas sebasnons s hees o nbse s ebe s s h e eA b e ennre s (106) —
CUSTOMET GEPOSILE -.ov et crie e ers e ems e e cbemre e a3 shs b LA LSR8 P74 0242 £S48 R a R e e 1,135 (18)
Net cash USed N OPETATING ACHVILES ...vurcer e creearveemeee st ieics b mii s e s T E 1108 50 RS ha st e s e b AL (132) (711
Cash flows from investing activity:
Cash paid for acquired companies, net of effects 0f QCQUISTHON......c.veiiieerimi i (76,474) —
Capital expenditures—Towers & Fabrication ... {4,921) {408)
Capital expenditures—Gearing Systems.............. (933)
Net cash used in fOr INVESIING ACHVITES ..cruererrearaearserereeneeeecesertesb it s s b s ar s Sp 22 8RR s em b b TOsey srmsaoe (82,328) (408)
Cash flows from financing activities:
INCTEASE iN NOLES PAYADBIE «..coeovcre s T s st st 25,283 1,169
Payments of notes payable ... (3,796) —
Proceeds from long-term debt................ 3,759 —
Retirement of long-term debt.................... (2,496) @1}
Principal payments on capital leases .......... (185) —
Change in valuation of interest rate swap........coveins 153 —
Proceeds from private placements of COMMION SEOCK. ....cocov ittt e b 65,400 —
Net cash provided by fiNancing aCtiVINES.....ocov it e e b et 88,117 1,078
INEt iNCTEase {AEETEASE) 1M CASH L.ouoemieceeee e ent e ceteeee e s d st st bbb arE TR s b st et s R re AR AR e s 5,657 {4h)
Cash at DEEINTING OF PEIOA ...cv et s 1 s2 s RS STraTess s n s 125 166
Ca5h L B OF PETIOA ..ccevee et cr et b s bbb A1 AR b 8 eRdSETEE A SESR EESEEER T  p e $5,782 $125
Supplemental cash flow information:
Cash paid for interest .. $801 3308
Cash paid for taxes.. i 5 $—
Non-cash investing and ﬁnancmg actmnes
Accounts payable incurred for the purchase of EQUIPITETIL......ciiinie e e $1,077 $41
Assets acquired under capital lease oblBAtIONS. ..o s $756 —
Cormmon Stock issued for acquisition 0f Brad FOOLE .....cocviriiimmiircerisr et it sss o e sness 564,146 —
Portion of Brad Foote acquisition accmied ........oeceenimennernsninins . $517 —
Stock issued for satisfaction of third-party debt and related obilgauons .......................... ; $1,042 —
Stock issued for satisfaction of related party debt.. et rerenens $1,084 5—
Assets consolidated from variable interest entity ... - $3,474 —
Long-term debt consolidated from variable interest ermty $2,075 5—

The accompanying notes are an integral part of these financial statements.




BROADWIND ENERGY, INC, AND SUBSIDIARIES
{FORMERLY TOWER TECH HOLDINGS INC.)
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(in thousands, except share and per share data)
Note 1—Nature of business and summary of significant accounting policies

Organization
Blackfoot Enterprises, Inc. (“Blackfoot”) was incorporated under the laws of the State of Nevada on July 10, 1996.

Blackfoot as a public company had no operations. On November 18, 2005, Blackfoot entered into a Share Exchange
Agreement whereby it agreed to issue 25,250,000 shares of its common stock to acquire all of the outstanding shares of
Tower Tech Systems, Inc. (“Tower Tech™), a private corporation incorporated under the laws of the State of Wisconsin.
Tower Tech engineers and manufactures wind turbine extension towers in Manitowoc, Wisconsin.

As part of the Share Exchange Agreement, immediately prior to the closing of the transaction on February 6, 2006,
2,500,000 restricted common shares were issued to a consultant for services provided in connection with this business
combination transaction, which were valued at $250. These 2,500,000 shares were part of the 25,250,000 shares described

above.

Upon completion of the transaction on February 6, 2006, Tower Tech became a wholly-owned subsidiary of
Blackfoot and Blackfoot changed its name to Tower Tech Holdings Inc. Since this transaction resulted in the existing
shareholders of Tower Tech acquiring control of Blackfoot, for financial reporting purposes, the business combination has
been accounted for as an additional capitalization of Blackfoot (a reverse acquisition with Tower Tech as the accounting
acquirer). Accordingly, Tower Tech’s net assets were included in the consolidated balance sheet at their historical value. The
operations of Tower Tech were the only continuing operations of the Company.

On October 1, 2007, the Company acquired all of the outstanding stock of R.B.A., Inc. (“RBA”) for $5,197. RBA is
a fabricator of components for energy-related industries and is located in Manitowoc, Wisconsin,

On October 19, 2007, the Company acquired all of the outstanding stock of Brad Foote Gear Works, Inc. (“Brad
Foote™) for total consideration of $133,179. Brad Foote is an Illinois-based manufacturer of gearing systems for the wind, oil
and gas, and energy-related industries.

The Company is engaged to the production and servicing of components for energy and infrastructure-related
industries. The Company focuses on the manufacture of components for the wind industry, including tower support structures
through its Tower Tech and RBA subsidiaries, and gearing systems through its Brad Foote subsidiary. The Company
operates principally in the United States of America.

On December 13, 2007, the Board of Directors unanimously approved the proposed amendment to the Articles of
Incorporation to change the corporate name from Tower Tech Holdings Inc. to Broadwind Energy, Inc. (“Broadwind” or “the
Company™). During the first quarter of the 2008 fiscal year, the amendment was approved by a majority of the stockholders.

The accompanying consolidated financial statements as of and for the year ended December 31, 2006 present the
historical financial information of Broadwind consolidated with Blackfoot from the date of reorganization (February 6, 2006)
to December 31, 2006. The accompanying consolidated financial statements as of December 31, 2007 present the historical
financial information of Broadwind consolidated with RBA and Brad Foote from the date of acquisition (October 1, 2007 and
October 19, 2007, respectively) to December 31, 2007.

Basis of consolidation

The consolidated financial statements include the accounts of the Company and its wholly—owned subsidiaries,
Tower Tech, RBA, and Brad Foote. All significant intercompany accounts and transactions have been eliminated in
consolidation.



The Company applies Financial Accounting Standards Board (“FASB”) Interpretation No. 46 (revised 2003),
Consolidation of Variable Interest Entities—an Interpretation of ARB No. 51 (“FIN 46(R)") when determining whether to
consolidate a Variable Interest Entity (“VIE"). FIN 46(R) requires that an equity investor in a VIE have significant equity at
risk (generally a minimum of 10%) and hold a controlling interest, evidenced by voting rights, and absorb a majority of the
entity’s expected losses, receive a majority of the entity’s expected returns, or both. If the equity investor is unable to
evidence these characteristics, the entity that retains these ownership characteristics will be required to consolidate the VIE.
Refer to Note 4, “Consalidation of variable interest entities” for further information on consolidated VIEs.

Reclassifications

Where appropriate, certain reclassifications have been made to the prior year financial statements to conform to the
current year presentation.

Use of estimates

The preparation of financial statements in conformity with generally accepted accounting principles in the United
States of America (“GAAP”) requires management to make estimates and assumptions that affect certain reported amounts of
assets and liabilities and disclosures of contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Accordingly, actual results could differ from those estimates.

Cash

The reported cash balances as of December 31, 2007 and 2006 are comprised of actual cash balances only, and do
not include cash equivalents. Cash is maintained in high-quality financial institutions. The balances, at times, may exceed
federally insured limits.

Restricted cash and accounts receivable—retainage

As a part of a contract with one of the Company’s customers, 15% of the total selling price was withheld in 2006 for
a specified warranty period up to seven years. At December 31, 2006, $493 was held in Accounts receivable—retainage in
non-current assets on the consolidated balance sheet, At December 31, 2007, the amount was no longer required to be
classified as non-current as it was converted to a short-term certificate of deposit in the amount of $500, which is reported in
restricted cash on the consolidated balance sheet.

Customer concentrations and receivables

The Company sells to domestic and international companies and grants uncollateralized credit to customers on an
individual basis based on the customer’s financial condition and credit history. Credit is typically on net 30-day terms.
Customer deposits are frequently required at various stages of the production process to minimize credit risk.

Sales to three customers accounted for 70% of net sales for the year ended December 31, 2007. Sales to two
customers accounted for 97% of net sales for the year ended December 31, 2006.

At December 31, 2007, three customers comprised 63% of total outstanding accounts receivable. At December 31,
2006, two customers comprised 78% of all outstanding accounts receivable.

Management established an allowance for doubtful accounts receivable based on its review of all outstanding
amounts on a regular basis. Aowances are generally made for accounts outstanding for 90 days or more, but may vary based
on customer circumstances, history with the Company, or other circumstances. Bad debt expense for the years ended
December 31, 2007 and 2006 was $149 and $0, respectively.

Inventories

Inventories are stated at the lower of cost or market by comparing the cost of each item in inventory to its most
recent sales price or sales order price. Any excess of cost over the net realizable value of inventory components is included in
the Company’s inventory allowance. Market value of inventory, and management’s judgment of the need for reserves,
encompasses consideration of other business factors including physical condition, inventory holding period, contract terms,
and usefulness. Inventories are valued based on an average cost method that approximates the first-in, first-out (FIFO) basis.




Inventories consist of raw materials, work-in-process, and finished goods. Raw materials consist of components and
parts for general production use. Work-in-process consists of labor and overhead, processing costs, purchased
subcomponents, and materials purchased for specific customer orders. Finished goods consist of components purchased from
third parties as well as sub-assembly components manufactured by the Company that will be used to produce final customer
products.

The components of inventories as of December 31, 2007 and 2006 are summarized as follows:

2007 2006
RaW IALETTALS oot ee e eeeeeeere e s e e vs e e e s eevaemeemeseeeeetees1ebi s bat sttt aan e e sassareenrnnnan $4,230 $—
W OTK M APIOCESS -eveerrermeerieemeereeearpasence e smeeee et eaee e e e e seseeneeame e s e she et ebeens e sasa s samnb e s e et arnaaes 8,976 288
Finished B00ds.......cocooeicee et e 873 —

14,079 288
Less: Reserve for excess and obsolete IVENOTY........cccoeveeieirinieorinicerese e msmenersinessernns (1,096) —
NEL IIVENEOTIES ... ceceeeeeereeieeieveseeereeseseasssesesesss s s e sesssessssesessseseabesabssesseaessesesamseesenrnresesn $12,983 3288

Goodwill and other intangible assets

The Company accounts for its goodwill and other intangible assets under Statement of Financial Accounting
Statements (“SFAS”) No. 142, Goodwill and Other Intangible Assets (“SFAS 142"). Under SFAS 142, goodwill is not
amortized, but is tested for impairment at least annualty. As of December 31, 2007, there was no impairment charge deemed
necessary by management. The Company’s other intangible assets subject to amortization are tested for impairment at least
annually and are amortized over the following estimated useful lives:

Customer relationSHIPS ... ek bbb b 9 - 20 years
TTAACIMATKS ... veeeieereiniere e st cee st se e ste st et es e sres s et sasare b srnas s s s easan s et measeeesaeasadsabbantsaias 20 years
Property and equipment

Property and equipment are stated at cost. Expenditures for additions and improvements are capitalized, while
replacements, maintenance, and repairs that do not improve or extend the lives of the respective assets are expensed as
incurred. Properties sold or otherwise disposed of are removed from the property accounts, with gains or losses on disposal
credited or charged to operations.

Depreciation is provided on a straight-line basis over the estimated useful lives of the respective assets as follows:

Buildings and improvements................oooonierececcenennens 39 years

Machinery and eqUEIPIMENt ........cvvereerernivioreeresnsnerarresren 5to 15 years

Office eqUIPMENL ..ot 3 to 7 years
Leasehold iMprovements........ccocevnnicnnssnsisssnssnssrnines Lesser of useful life or lcase term

As of December 31, 2007 and 2006, praperty and equipment not yet placed into service totaled $3,442 and $0,
respectively. Accordingly, no depreciation expense is recorded for such assets not yet placed into service.

Bond issuance fees

Bond issuance fees are recorded at cost and are amortized on a straight-line basis over the life of the bond. In
November 2007, the bond outstanding as of December 31, 2006 was paid in full; therefore, the remaining bond fee was
expensed at that time and no balance remains as of December 31, 2007.

Long-lived assets

The Company accounts for long-lived assets in accordance with SFAS No. 144, Accounting for the Impairment or
Disposal of Long-Lived Assets. The carrying values of long-lived assets, including, but not limited to, capital assets and
intangible assets, are amortized over their estimated useful lives, and are periodically evaluated for impairment when events
and circumstances warrant such a review. The carrying value of a long-lived asset is considered impaired when the expected
undiscounted future cash flows from such asset is less than its carrying value. In that event, a loss is recognized based on the
amount by which the carrying value exceeds the fair value of the long-lived asset. Fair value is determined primarily using



the anticipated cash flows discounted at a rate commensurate with the risk involved. Losses on long-lived assets to be
disposed of are determined in a similar manner, except that fair values are reduced for the cost to dispose. The Company has
reviewed long-lived assets and certain intangible assets with estimable useful lives and determined that the carrying values as
of December 31, 2007 are recoverable in future periods.

Product warranty liability

The Company warrants its products against certain defects based on contract terms. For the Towers and Fabrication
segment, warranty periods are generally five years for workmanship and manufacturing defects and seven years for painting
defects. For our Gearing Systems segment, warranty periods are generally either eighteen months from shipment or one year
in service at the customer site, and cover defects in material and workmanship. In certain cases, the Company has recourse
provisions for items that would enable recovery from third parties for amounts paid to customers under warranty provisions.
As of December 31, 2007 and 2006, the Company’s estimated product warranty liability based on historical activity was
$242 and $51, respectively, and is recorded within accrued liabilities in the consolidated balance sheets.

Income taxes

As part of the process of preparing its consolidated financial statements, the Company is required to estimate income
taxes in each of the jurisdictions in which it operates. On January 1, 2007, the Company adopted FASB Interpretation No. 48,
Accounting for Uncertainty in Income Taxes—an Interpretation of FASB Statement No. 109 (“FIN 487). This interpretation
clarifies the accounting for uncertainty in income taxes recognized in an enterprise’s financial statements in accordance with
SFAS 109, Accounting for Income Taxes. This interpretation prescribes a recognition threshold and measurement attribute for
the financial statement recognition and measurement of a tax position taken or expected to be taken in a tax return. The
pronouncement also provides guidance on de-recognition, classification, interest and penalties, accounting in interim periods,
disclosure and transition. In May 2007, the FASB issued staff position FIN No. 48-1, Definition of Settlement in FASB
Interpretation No. 48 (“FSP FIN 48-1"} which amended FIN 48 to provide guidance about how an enterprise should
determine whether a tax position is effectively settled for the purpose of recognizing previously unrecognized tax benefits.
Under FSP FIN No. 48-1, a tax position could be effectively settled through an examination by a taxing authority. Since
adoption, the Company has applied FIN No. 48 in a manner consistent with the provisions of FSP FIN No. 48-1. The
Company recognizes accrued income tax related interest and penalties and as a component of income tax expense.

The provision for income taxes is determined using the asset and liability approach for accounting for income taxes
in accordance with SFAS 109. A current liability is recognized for the estimated taxes payable for the current year. Deferred
tax assets and liabilities are recognized for the estimated future tax consequences attributable to differences between the
financial statement carrying amounts of existing assets and liabilities and their respective tax bases. Deferred tax assets and
liabilities are measured using the enacted tax rates in effect for the year in which the timing differences are expected to be
recovered or settled. The effect on deferred tax assets and liabilities of changes in tax rates or tax laws are recognized in the
provision for income taxes in the period that includes the enactment date.

Valuation allowances are established when necessary to reduce deferred tax assets to the amount more-likely-than-
not to be realized. To the extent the Company establishes or changes the valuation allowance in a period, the tax effect will
flow through the statement of operations. However, in the case of deferred tax assets of an acquired or merged entity with a
valuation allowance recorded for purchase accounting, any change in that valuation allowance will be recorded as an
adjustment to goodwill to the extent goodwill exists. Otherwise, such valuation allowance will be reflected in the statement of
operations.

The determination of the Company’s provision for income taxes requires significant judgment, the use of estimates
and the interpretation and application of complex tax laws. In the ordinary course of our business, there are transactions and
calculations for which the ultimate tax determination is uncertain. In spite of the Company’s belief that it has appropriate
support for all the positions taken on its tax returns, the Company acknowledges that certain positions may be successfully
challenged by taxing authorities. Therefore, an accrual for tax contingencies is provided for, when necessary, in accordance
with the requirements of SFAS No. 5, Accounting for Contingencies. These tax contingency accruals are reviewed quarterly
and reversed upon being sustained under audit, the expiration of statutes of limitations, new information, or other
determination by the taxing authorities. The provision for income taxes includes the impact of changes in the tax contingency
accrual. Although the Company believes its recorded tax assets and liabilities are reasonable, tax laws and regulations are
subject to interpretation and inherent uncertainty; therefore, tax assessments can involve both a series of complex judgments
about future events and rely on estimates and assumptions. Although the Company believes these estimates and assumptions
are reasonable, the final determination could be materially different than that which is reflected in our provision for income
taxes and recorded tax assets and liabilities.




